Accounting and the Farmer 


the aggregate and frequently in 
une individual case, farming in 
ralia is big business. Here the 
‘ word “farming” is used to embrace 
‘ollectively, the several pastoral pur- 
its such as wool and wheat grow- 
, dairying, and sheep, cattle and 
’ raising. As Australian citizens, 
nd in particular as accountants, we 
"Wave a very real appreciation of the 
‘vital importance to our economy of 
war pastoral industry. Despite the 
fer arkable development of our 
‘secondary industries, the success of 
‘our primary industries has had more 
"bearing for scores of years, on Aus- 
Mfalia’s economic welfare, than any 
her single factor. 


A survey of qualified opinion has 
Prought the realisation that it is the 
ception rather than the rule to find 
fi rmers utilising the services pro- 
Wided by the accounting profession 
“adequately or to their own maximum 
ad vantage. Recognition of this situa- 
tio n adds point to the articles which 
fave recently appeared in The Aus- 
is alan Accountant dealing with the 

plication of accounting techniques 
farming operation and manage- 
‘Ment. 

“The first, “Accounting for Farm 
‘Man agement” by R. E. Gallagher, 
mEc., Dip.Ed., A.A.S.A. (Prov.), 
Was published in the May issue, and 

is was followed by “Budgeting as 

¢ Farm Management Aid” by the 

ame writer in the June issue. The 

fies is continued in this issue by 

publication of an article entitled 

oa yaluation of Livestock—Average 

st Price Method” by C. A. Mallyon, 
AS.A., A.C.I.A. 


| The ideas put forward by Mr. 
Mall " raise some interesting 


a 


(yin theory, the average cost price 

d in time come down to the 
! fixed for lambs when calculat- 
‘ the average cost price. However, 
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in practice, this is not always the 
case. 


Stud properties and large flock 
properties breed their own rams for 
breeding purposes but, even so, 
properties do purchase rams else- 
where to introduce new blood. These 
purchases assist in reducing the fall 
in average cost prices and further, 
in flush seasons when ample feed is 
available, station-owners increase 
their stock. These purchases gener- 
ally do increase the average cost 
price. 


The case of one large property 
can be quoted. Nearly thirty years 
ago, this property adopted a value of 
2/6 each for lambs, this being 
increased later to 4/- each, as the 
latter was the new minimum fixed by 
the Act. 


The owner of the property breeds 
rams for use on his station and 
supplements his requirements by 
outside purchases. He also increases 
his flock by purchases in really good 
seasons. Although still using the 
valuation of 4/- each for lambs for 
average cost purposes, the average 
cost price at 30 June, 1957 had 
increased 170 per cent. 


Admittedly, an owner of say, 1000 
breeding ewes, would not purchase 
rams every year, but, whenever he 
did, such purchases arrested the 
reducing average cost price. In a 
flush season he, too, would increase 
his flock by purchases and so take 
advantage of the abundance of feed. 


Another qualifying factor is the 
quality of sheep carried. When they 
are good flock sheep, then good grade 
rams would be purchased. As the 
value adopted for lambs is not 
affected by the quality of the sheep 
carried, it follows that the dearer 
the rams purchased, the greater the 
effect on maintaining the average 
cost price. 








Some property owners. carry 
mostly dry sheep and only a few 
breeders. The dry sheep are, there- 
fore, purchases. It is usual to pur- 
chase them for delivery towards the 
end of the spring; hold them until 
they are shorn and then sell them, 
delivery to be given early the follow- 
ing spring. In such cases, with only 
a small proportion of lambs, the 
average cost price could be only 
slightly affected by the arbitrary 
value of lambs. 

It can be seen from the above 
comments that the average cost 
prices can be affected by:— 

(a) To what extent a property pur- 
chases rams from outside. 

(b) What purchases of sheep are 
made in a flush season. 

(c) To what extent a property 
carries dry sheep. 

In regard to differential standard 
price, the following actual example 
is of interest. It is the case of a large 
stud property, which, in addition to 
breeding rams for its own require- 
ments also purchased rams from 
other stud properties. For book pur- 
poses differential standard price is 
used but for income tax purposes the 
owner uses average cost price. 

For the ten years ended 30 June, 
1957, the aggregate profit as shown 
by book and income tax figures varied 
by only 0.5 per cent. 


It was also interesting to note in 
this case, that the average cost price 
at 30 June, 1957 was 1/7 greater 
than at 30 June, 1938—20 years 
earlier. 

Observations made over the years 
would indicate that the use of aver- 
age cost price had proved satisfac- 
tory for income tax purposes, and 
for book purposes just as satisfac- 
tory as standard fixed price and 
differential standard price. 

A balance sheet prepared for over- 
draft or death duty purposes is never 
accepted at its face value by either 
the banker or the probate authorities. 
In the case of the latter, a valuation 
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is always . required. The bank 
approached for the overdraft 
requests the ruling values of live 
stock on the property. Further by 
the time the balance sheet is pre 
sented to the bank, three months 
might have elapsed since the date 
at which it was prepared and in that 
time values could have altered. For 
instance, last year, between 30 June 
and 30 September, certain classes of 
merino sheep actually dropped 30/- 
each in price because of seasonal 
conditions. 

Unless prepared for special pur- 
poses, it is not usual to find that a 
balance sheet shows the true financial 
position. As for the auditor, it is, of 
course, his duty to see that the basis 
of valuation of livestock is clearly 
shown in the balance sheet. 

The August issue of the journal 
will contain a further article entitled 
“Valuation of Farm Assets” by Mr. 
Mallyon. In his introduction he says: 
“Valuation of farm assets has not 
received in Australia the attention it 
deserves. . . . Most farmers are stil] 
either apathetic or unappreciative of 
what a good accounting system can 
achieve for them. . . . Tightening of 
world markets has made a good 
accounting system an absolute neces- 
sity for primary industry. Lowered 
revenue and rising costs will other- 
wise lead to catastrophe. It is only 
by analysing accounts and consider- 
ing how either revenues can be it- 
creased or costs reduced that 
healthy agriculture will continue”. 

It is becoming increasingly 
apparent that the man on the land 
needs the aid of the qualified account 
ant not only as an advisor on his 
taxation problems but in the broader 
creative field of farm management. 
Our primary industry presents 4 
challenging opportunity to the a& 
counting profession . . . here is 8 
great, largely untapped potential for 
personal service, one in which the 
accountant’s influence towards mort 
effective farming could be of national 
significance. 
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VALUATION OF LIVESTOCK 
AVERAGE COST PRICE METHOD 


HE average cost price method of 

valuing livestock is probably 
the most popular of any used by 
accountants. It is relatively easy 
to determine and it is a method 
accepted by the income tax authori- 
ties. 

Average cost price may be de- 
fined as the average of the sum of 
the numbers and value of livestock 
on hand at the beginning of the 
period, the numbers and value of 
purchases during the period, and 
the numbers of natural increase at 
a predetermined theoretical value 
per head. 


The determination of average cost 
price may be illustrated by the fol- 
lowing example :— 


No. Value 
Sheep on hand, 1.7.56 (aver- 
age cost price 
Purchases 2,000 
Natural increase ... .... .... 500 — 


If the predetermined value of 
natural increase is set at 20/- per 
head, the above example would then 
read :— 

No. Value 


£3,000 
2,000 
500 


£5,500 


Sheep on hand, 1.7.56 (aver- 
age cost price £3) 
Purchases 


By C. A. MALLYON, A.A.S.A., A.C.LS. 


The average cost price is then 
simply determined by dividing 2,000 
into £5,500, which gives an average 
cost price of £2/15/- per head for 
all sheep on hand at the end of 
the period. 


Average Cost Price and Taxation 


From the income tax point of 
view, no other method of livestock 
valuation is quite so satisfactory as 
that of average cost price during 
normal trading periods. It tends to 
reduce the assessable income from 
livestock activities to a lower level 
than any other method, whether the 
market price of the particular type 
of livestock is rising or falling. 


Using the figures of the previous 
example, plus additional figures re- 
presenting sales, losses, etc., and 
stock on hand at the end of the 
period, Table 1 illustrates what would 
be the results from both a rising and 
a falling market. 


In contrast, if the average stan- 
dard price method—that is, a method 
in which a standard per head of 
stock is used consistently in each 
period—is used, and an average stan- 
dard price of £3 per head of sheep 
on hand is employed, the results 
would appear as in Table 2. 


TABLE 1 


Value 
Sheep on hand, 1.7.56 
yemsse cost price 


Purchases .... 
Natural increase 
Gross profit .... .... .... _— 


2,000 £6,600 £5,000 


—_—- 


£3,000 
2,000 
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No. Value Value 

550 £2,750 £1,000 

eT eee ee 50 — — 
Stock on hand, 30.6.57 
(average cost price 

55/-) 1,400 3,850 3,850 

— a 150 


2,000 £6,600 £5,000 
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TABLE 2 


No. Value Value 
Sheep on hand, 1.7.56 
(average standard 
1,000 £3,000 £3,000 
5 2,000 2,000 
Natural increase ... 500 — —_ 
Gross profit — 1,950 300 


2,000 £6,950 £5,300 


Similarly it can be shown that 
under every other normal method 
of valuation the assessable income 
arising from livestock would ex- 
ceed that of the average cost price 
method in any ordinary trading 
period. 


However, in extraordinary trading 
periods, the reverse position can be 
true. An example of such a position 
would be heavy re-stocking after. a 
drought by outside purchases at a 
fairly heavy price. The comparative 
position in such a situation is de- 
noted in Table 3, using A.C.P. for 
the sum of the gross profits under 
average cost price results and A.S.P. 
for average standard price results. 


However, it will be observed that 
the average cost price method, viz. 
£8,250, is the same as the sum of 
the gross profits under the average 
standard price method. Thus, the 
same results are achieved over the 
years. Even then, it is considered 
that the average cost price method 
is advantageous for income tax pur- 
poses in that the tax burden falls 
lighter on the formative years of 
the enterprise, while the necessary 
funds will be more readily available 
in the year of higher income. 


A similar position to this will re- 
sult in the case of the death of a 


No. Value Value 
550 £2,750 £1,100 
50 pte 


Stock at 30. 6.57 (aver- 
age standard cost 


price £3) 1,400 4,200 4,200 


2,000 £6,950 £5,300 


— 


primary producer and a decision to 
use probate values for livestock is 
made. Another example is the case 
of a forced sale’of livestock because 
of flood, drought, or bushfire. 


Except, however, in the extra- 
ordinary circumstances mentioned, 
average cost price will at all times 
benefit the taxpayer—where an elec- 
tion is made under either Section 
386A or Section 37 of the Income Tax 
Assessment Act, the same average 
cost price will benefit other taxpayers 
also—and it is considered that for 
taxation purposes it is the best 
method available. 


General Accounting 


Unfortunately, over recent years 
the attention of accountants has 
been focused almost exclusively on 
the taxation angle in regard to their 
primary producer clients. This is 
understandable in that income tax 
law as applicable to primary pro 
ducers probably contains more 
special provisions than is applicable 
to any other form of activity. 


However, this absorption on taxa- 
tion has tended to turn the accountant 
into what might be termed a taxa 
tion accountant. Statements pre 
pared for taxation purposes come 


TABLE 3 


No. A.C.P. A.S.P. 
Sheep on hand, 1.7.56 1,000 £3,000 £3,000 
Purchases .... ... 2,500 10, 000 10,000 
Natural increase ... 500 _ — 
Gross profit .. os 675 — 
4,000 £13,675 £13,000 


No. A.C.P. ASP. 
Sales __ . 550 £2,200 £2,200 
Losses, ete. ‘ 50 — rr 
Stock, 30.6.57 3,400 11,475 10,200 
Gross loss . —_ — 600 


4,000 £13,675 £13,000 


— 
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ticles, such as wireless sets, rolls of 
cloth, motor cars. These things, in 
one form or another, do not, except 
for deterioration, change with the 
passage of time. They have a de- 
terminable cost price. They have, 
over short periods of time, a rela- 
tively stable market price. 


Livestock, on the other hand, con- 
sists of dynamic, of living. things. 
Each day records growth in one 
form or another. They either in- 
crease or decrease in value in them- 
selves. It is easy enough to deter- 
mine cost price of outside purchases, 
but what of their natural increase? 
Only an arbitrary value can be set 
on these. Thus, no true cost price 
can be determined. As to market 
price, this fluctuates from day to 
day in accordance with the laws of 
supply and demand. Furthermore, 
in the case of sheep, between shear- 


to be looked upon as accounting 
statements. Balance sheets based on 
taxation figures are prepared to show 
the true financial position of a farm. 


In practically all such cases, ac- 
counting principles have been dis- 
carded and wrongful information 
supplied. One outstanding example 
of this is the use of the average cost 
price method for general accounting 
uses. As has previously been ob- 
served, it is most useful for taxa- 
tion purposes. But for true account- 
ing purposes, the method has noth- 
ing to recommend it. 


The old by-word “cost or market, 
whichever is the lower”, as applied 
to valuation of stock in trade, really 
has no application to the valuation 
of livestock. 


Trading stock consists of static 
things—of raw materials, such as 
steel, timber, cotton; of finished ar- 


TABLE 4 
Average Cost Price Method 


\siss'sr 


= 


Sheep on hand 
Purchases 
Natural increase 
Gross profit 


Losses, ete. .. 


ope SES dest: Sobek ipnind) One Hamwe Ci 


— on hand 
Purchases 
Natural increase .... 
Gross profit .. .... 


1957 
Value 
£3,000 

2,000 


1,600 


1958 


1959 


No. 


1,400 
500 


600 


Value 
£3,850 
2,050 


1,820 


No. 
1,700 


200 


Value 
£4,420 


4,830 





£6,600 


2,500 


£7,720 


1,900 


£9,250 





£2,750 
3,850 


750 


50 


1,700 


£3,300 
4,420 


1,850 
50 


£9,250 





£6,600 


2,500 


£7,720 


1,900 


£9,250 





Average Standard Price Method 


1957 
Value 
£3,000 

2,000 


1,950 


1958 


No. 

1,400 
500 
600 


Value 
£4,200 
2,050 


2,150 


1959 


No. 
1,700 


200 


Value 
£5,100 


4,150 





£6,950 


2,500 


£8,400 


1,900 


£9,250 





£2,750 
4,200 


750 
50 
1,700 


£3,300 
5,100 


1,850 
50 


£9,250 





£6,950 


2,500 


£8,400 


1,900 


£9,250 
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TABLE 5 
1955 1956 


No. 
Stock ... sl ete cal | 
Purchases 2 « 1,000 


Natural increase (valued at 20/-) 1,000 
3,000 
600 


Less sales, etc. 


Value No. Value 
£4,000 2,400 £7,200 
4,000 800 3,000 


Rs 800 16 


4,000 
= 1,800 — 





Stock on hand 2,400 


£7,200 2,200 £6,050 





Average cost price 60/- 55/- 


ing times the value of the sheep in- 
creases as its fleece grows. What 
prudent man, then, would accept 
market price as his guide? 


Except where the average cost 
price is equal to or greater than the 
standard or other price, the same 
result will occur where a farmer 
sells out his property. This is illus- 
trated by the series of sheep ac- 
counts listed in Table 4, where all 
the sheep were sold in the year 1959. 


To return to average cost price, 
owing to the fact that it incorporates 
natural increase at a purely arbi- 
trary value, it is but an arbitrary 
price in itself. It is not only an 
arbitrary price—after all, that ap- 
plies in greater or lesser extent to 
any valuation placed upon livestock 
—but it is a misleading one. As 
will be shown later, this price tends 
more and more to approach the ar- 
bitrary price placed upon natural 
increase! Thus, it is contended, no 
reliance can be placed upon this 
method. 


Apart from this factor of natural 
increase, another problem can arise 
when outside sheep are purchased. 
They may be purchased just off 
shears and in very poor condition, 
when their price would be low. They 
may be purchased with a ten months’ 
fleece on their backs, when their price 
would be high. Neither of these 
prices would represent anything 
like the true value of the sheep. Yet 
these prices are taken into account 
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in determining average cost price, 
thus distorting it even more. 


Undoubtedly, as a result of the 
natural increase factor, no matter 
what method of valuation is used, 
there will be a distinct element of 
fiction involved in the resultant value. 
However, the only point contended 
here is that the average cost price 
method is the most unscientific of 
them all. 


Depressive Trend of Average Cost 

Price 

Referred to earlier was the fact 
that, under normal trading condi- 
tions, the average cost price tended 
to approach nearer and nearer to 
that arbitrary price which has been 
set on natural increase. Since this 
value is necessarily very low, the 
resulting valuation is grossly under- 
stated. 


Where outside replacements are 4 
regular farming practice, the dis 
tortion is not so noticeable. In these 
circumstances, the high price of re 
placements offsets to a certain ex 
tent the low value at which the 
natural increase is brought to a 
count. This can be seen from Table 
5. 


On those farms where replace 
ments are generally made from nat- 
ural increase only, with rare pur 
chases of a few rams to bring new 
blood into the flock, the distortion 1 
far greater. No matter whether the 
natural increase is valued at 4/- pe 


The Australian Accountant, July, 1958 





TABLE 6 


1955 


No. 
1,000 
1,000 


1,000 


3,000 
600 


Stock .. 
Purchases . 


Natural increase (valued at 20/-) 


Less sales, etc. 


1956 
No. Value 
2,400 £7,200 


1957 
No. Value 
2,200 £5,500 


Value 
£4,000 
4,000 


800 


3,200 
1,000 


1,100 


3,300 
1,000 





Stock on hand 2,400 


2,200 £5,500 2,300 £4,600 





Average cost price 


head or 20/- per head, the average 
cost price rapidly approaches that 
of the natural increase. This is il- 
lustrated in Table 6. 


By extending this example into 
the future, it would be found that 
at the end of about ten to twelve 
years Of operation on this method, 
the average cost price approximates 
little more than 20/-. Similarly, if 
the Taxation Department minimum 
of 4/- per head for natural increase 
is adopted, the average cost price of 
the flock will rapidly tend towards 
this value. 


Average Cost Price and Stud Stock 


The misleading aspect of the av- 
erage cost price method is vastly 
magnified if applied to stud stock. 
The nucleus breeding stock for the 
most part consists of expensive out- 
side purchases, at least in the earlier 
years of the stud. 


60/- 


50/- 40/- 


However, if the average cost price 
method is applied, the average price 
plunges downward even more spec- 
tacularly than for flock or herd 
stock. Where, as is perfectly allow- 
able for income tax purposes, the 
stud stock is incorporated into the 
general livestock account, the aver- 
age cost price becomes farcical. 


Using sheep for the illustration 
again, the example in Table 7 will 
clearly show the results. 


This situation will continue year 
after year, resulting in gross under- 
valuation. This fact can be best 
realised probably by considering the 
position which might arise after a 
number of years if the flock stock 
were wholly sold out and only the 
stud stock retained. It may be found 
then that the average cost price is 
only, say, £2. Theoretically, this 
valuation is correct. In reality, the 
true valuation is still probably in the 
region of £40. 


TABLE 7 


Flock 


No. 
Stock . 2,000 


Purchases ... 


Natural increase Gn and combina- 
tion £1, stud £5) . 


1,000 


3,000 


Less sales, etc. 900 


Combinatien 
No. 


Stud 


No. Value 


100 £4,000 


Value 
£4,000 


40 


140 
10 


1,040 


3,140 
910 





Stock on hand 2,100 


£3,500 130 £3,900 2,230 £6,420 





Average cost price 
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£1/13/4 


£30 £2/17/7 





Difficulties of Average Cost Price 
Method 


The various situations which may 
arise through the use of the average 
cost price method are described 
above. Now will be considered the 
major difficulties involved in the use 
of this method of valuation in general 
accounting. 


Unreality of Method.—Firstly, the 
method is unreal. It disregards al- 
together the make-up of the stock 
at the end of the period. Suppose, 
in the last example given (as re- 
gards flock stock), that 800 of the 
900 sales, etc., were lambs. Then, 
mature stock has only been reduced 
by 100 head, whilst only 100 of the 
younger stock remain. Yet the stock 
has been valued as if the disposals 
were made proportionately to open- 
ing stock and natural increase. 


Misleading Balance Sheets.—Sec- 
ondly, and a very serious difficulty, 
where average cost prices have fallen 
to a very low level and the resultant 
values have been included in a bal- 
ance sheet, such a balance sheet is 
misleading and can be of great finan- 
cial embarrassment to a farmer. If 
he is in need of increasing his bank 
overdraft, for example, and presents 
his balance sheet to the bank, the 
valuation of livestock therein could 
quite likely lead to his application 
being rejected. 


It is not the duty of bank authori- 
ties to recast balance sheet figures 
prepared by an accountant, even if 
they were in a position to supply 
more accurate ones. If the livestock 
figures were included as under :— 


Sheep: 2,000 head 
Cattle: 100 head 


the results could be disastrous for 
the farmer, by contrast with the ef- 
fect of a prudent valuation which 
might be as given in the Table which 
follows. 
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Stud sheep: 250 head 
Flock sheep: 1,750 head 
Cattle: 100 head 


£14,750 
Audit Reports.—Thirdly, in the 
case of an incorporated pastoral 
company, it is considered that an 
auditor who signed a clear report 
where valuations based on average 
cost price are used would be leaving 
himself open to serious consequences 
under the Companies Act. Not only 
are net profits being understated but 
secret reserves are being created. It 
is strongly contended that this prac. 
tice contravenes Section 103 (2) of 
the New South Wales Companies Act 
(somewhat similar clauses are in 
the Acts of other States) and, if 
the method is used by the company, 
it must be specially remarked upon 
in the auditor’s report. 


Estate Planning. If the average 
cost price method of valuing live 
stock is employed, unless undue 
trouble is taken the resultant balance 
sheet cannot be used as a good basis 
for estimating the approximate e& 
tate of a farmer. If he wishes to 
take out a life insurance policy to 
cover death and estate duties, or if 
he wishes to enter upon some other 
enterprise, the understatement of 
£5,000, £10,000, £20,000 or more in 
livestock values can have a delete 
rious result on any such scheme. 


Farm Results. The progressive 
farmer wants to know what his ac- 
tual results are for a period. He 
does not want to know that he made 
at least such and such an amount. 
The understatement of stock does 
not lead to correct conclusions. It 
is thus necessary that some other 
method of valuation be used. Espet- 
ially is this so in such cases as where 
a manager is employed, otherwise it 
is impossible to gauge his worth. 


Conclusion 


To conclude briefly, the average 
cost price method of valuing live 
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stock is an excellent one for income 
tax purposes. However, for general 
accounting purposes, its results can 
be most damaging. Even if an asset 
revaluation reserve were used in 
conjunction with it, it is considered 
that this device is too cumbersome 
since the reserve would have to be 
re-calculated each period. 


Therefore, in all accounts involv- 
ing livestock, it is suggested that 
two separate sets of livestock ac- 
counts be prepared, one set under the 
average cost price method for taxa- 
tion purposes, and another under 
some improved method for general 
accounting purposes. 


No great difficulty will be ex- 
perienced by this procedure since, 
as stock value figures and ration 
figures are the only differing ones, 
the taxation amounts need not pass 
through the books of account at all. 
All that is needed is a reconciliation 
on the profit figure. 


Methods considered superior to 
that of average cost price for general 
accounting purposes are :— 


1, Standard price. 

2. Differential standard price. 
3. Cost of production. 

4, Farm price. 


_A brief outline of these methods 
is given below. An elaboration of 
these methods will be given in a 
future article. 


Standard Price Method.—Under 
this method, a predetermined price 
is set on each type of livestock. This 
price is usually determined from 
average prices reigning at the time 
of its making. This method is easy 
to operate, and overcomes the prob- 
lem of depressed values in the aver- 
age cost price method. However, the 
standard price is in itself fixed and 
arbitrary and, since livestock prices 
are constantly fluctuating, could 


The Australian Accountant, July, 1958 


prove just as misleading in a future 
period as the average cost price 
method. 


Differential Standard Price Meth- 
od.—This method is similar to the 
previous one, except that standard 
prices are set for the various cate- 
gories in each type of livestock. For 
example, separate standard prices 
are set for rams, ewes, wethers, hog- 
gets, etc. In effect, it is a refine- 
ment of the standard price method. 
However, its advantages and disad- 
vantages remain much the same. 


Cost of Production Method. If 
practicable, this would be the ideal 
accounting method since livestock 
could be valued at actual cost. How- 
ever, it entails a farm cost account- 
ing system. Very few farms indeed 
have such a system and, owing to 
difficulties which are practically in- 
surmountable, the resulting figures 
would be of very doubtful value in 
any case. 


Farm Price Method. In general 
use in America, and advocated by 
most accountancy writers there, this 
method has much to commend itself. 
It is, in effect, market price less 
estimated selling costs. It gives a 
farmer a current picture of what his 
livestock are actually worth, and 
overcomes the difficulties involved in 
the cost of production method. Pro- 
vided that the method of valuation 
is clearly shown, and that the market 
prices used are conservative, there 
is no possibility of its being mislead- 
ing. 

The above short discussion of al- 
ternative methods does not by any 
means resolve all the problems in- 
volved. However, it should be suffi- 
cient to show that each of them has 
features superior to that of the aver- 
age cost price method for general ac- 
counting purposes. 





FINANCIAL NOTES 


R brides, June is a busy and 

happy month; and for account- 
ants it heralds the beginning of that 
hectic period of year-end balancing. 
But, for investors on the Stock Ex- 
change it is traditionally a month of 
quiet, it is a period of pre-occupation 
with problems of taxation and of 
some selling to meet these commit- 
ments. Also, traditionally, it is a 
period of few company reports—the 
lull before the storm of the 30 June 
balance sheets. 


Little wonder then that June on 
the Stock Exchange is usually marked 
by a dip in the general index of share 
prices. Usually, that is, but not this 
year. 

June saw a strong demand for 
shares, sharebrokers reported high 
business turnovers and prices in June 
rose to their highest point for the 
year. This was no “Wall Street” type 
boom, it was not the result of a raid 
by speculators. In Australia prices 
rose because of a sober feeling of con- 
fidence expressed by the general run 
of investors. The economy today has 
its problems but these were not ig- 
nored by the market. 


In fact, a consideration of these 
factors had been responsible for dips 
in prices late in March and early in 
May. In June, however, it was as if 
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By R. F. ARTHUR, F.Asa, 


the general body of investors had 
made up their minds about the coun. 
try’s future and had decided to bk 
optimistic. 

* * * 


Yet this feeling was not shared by 
the experts. 

The serious ones, those who look 
at broad economic issues, were in 
fact, gloomy. And, there is some foun- 
dation for this feeling. Wool, our 
dominant export, suffered a steep de 
cline, and this was accompanied by 
a world slump in the price of base 
metals, and a severe drop in our 
earnings from dairy products and 
wheat. 

All in all, it now appears that Aus- 
tralia will show an adverse balance 
of payments for 1958-59, even if it is 
not considered that this will be ex- 
cessive. 

The A.N.Z. Bank felt strongly 
enough about the matter to say in its 
latest “Quarterly Survey” that, “It 
would thus call for an active and 
progressive policy at fiscal and mone 
tary levels to reduce taxation, stimu 
late public works activity, and ex- 
pand credit to prevent Australia’s de 
velopment from suffering seriously 
through a business recession.” 


* * * 


What is the official view? 


The Prime Minister, Mr. Menzies, 
said in June that heavy loan repay- 
ments in 1958-59 might prevent the 
Government from giving many Col 
cessions in the coming Budget. — 

This adds up. We are now movilg 
into the period for conversion of the 
big wartime loans. In the year 19% 
59, £201 million of these loans wil 
have to be converted or paid off. Many 
of the subscribers to these loans 
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out of a spirit of patriotism, they 
are not investors in the true sense 
and heavy conversions seem unlikely. 
This, of course is not the only factor 
for consideration when trying to an- 
ticipate the coming Federal Budget. 
Overall, however, the general feeling 
seems to be against any material 
concessions. 


* * * 


Well, which view is right on the 
future of the economy? That of the 
experts, or that of the investors who 
are supporting their policy in cold 
hard cash? 


If we sought a third view, that of 
the general public, we might come 
down on the side of the investors. 
Aided by extremely buoyant sales for 
television receivers and motor ve- 
hicles, the hire purchase business is 
booming. Like the Stock Exchange, 
these industries departed from the 
usual pattern this year. Even in 
January, always a slack month, they 
showed good figures, and this trend 
has been continued ever since. Late 
in June, the Commonwealth Statis- 
tician released preliminary figures for 
April which indicated a rise in 
amounts outstanding to a new peak 
of £283.5 million. 


For the first four months of this 
calendar year, outstandings have 
risen £19.5m., as against an increase 
of £28.5m. for the last six months of 
1957. On this basis, there seems 
every likelihood of the first half of 
this year bettering the last half of 
1957—that is, the traditionally dull 
period doing better business than 
the traditionally busy period. 


t ” 7 
But what of industry generally? 


How is it faring in this apparently 
contradictory set of circumstances? 


The answer was provided in June 
by a 41-industry survey by the In- 
dustries Division of the Department 
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of Trade. The Division reported that, 
even though the expansion of em- 
ployment and production over the 
past 18 months had not been so rapid 
as in the years before 1952-53, acti- 
vity for the past six months had been 
maintained at a high level. It was 
found that there was little evidence 
from manufacturers that the high 
level of activity would not continue 
through the months ahead. How- 
ever, the warning was given that 
trading conditions would remain very 
competitive during a period of lower 
farm incomes and export returns. 


It was significant that the Division 
found a degree of caution in the 
planning of expansion programs. 
Here briefly are some of the findings: 


@ For manufacturers in some non- 
durable consumer goods industries, 
smaller demand which has already 
caused production schedules to be 
lowered. 


@ Most industries in the processed 
materials group—industries produc- 
ing metal products, chemicals and 
plastics, raw materials and building 
materials—maintained or increased 
their output. 


@ Producers of durable consumer 
goods reported increased output, 
while the production of plant, equip- 
ment and machinery held mainly 
steady. 


@ There was a downturn in some 
of the textile industries and further 
reduction in output from industries 
producing iron castings, railway roll- 
ing stock, and excavating and earth- 
moving equipment. 


@ Industries producing raw mate- 
rials for industry, in the main, re- 
ported a satisfactory rate of receipt 
of new orders, although demand 
lacked its earlier buoyancy. 


@ However, the steel industry re- 
ported a weakening in forward de- 
mand, particularly for products asso- 
ciated with rural investment; out- 





standing orders for paper for pack- 
aging were a little lower; and the de- 
mand for alkalis was stable, following 
years of rapid expansion. 


~ * x 


Also significant, in the June news, 
was the announcement by Australian 
United Acceptance that it intended 
to operate as a discount house—to 
introduce into Australia a short term 
money market. 


This company is a subsidiary of 
Australian United Corporation, 
which, in turn, is a company spon- 
sored by the well-known sharebrok- 
ing firm of Ian Potter & Co. 


Broadly, a discount house makes 
for better organisation in the short 
term money market. An outstanding 
feature of the Australian economy is 
the ebb and flow of short term money, 
due largely to the seasonal nature of 
our rural production and to the influ- 
ence of public financial operations in 
the financial system. 


However, another important func- 
tion of the A.U.C. group, and one that 
is being given increasing general 
attention in recent months, is that 
of providing finance for growing busi- 
nesses, for private companies which 
now have no recognised avenue for 
raising capital. 


Another Melbourne broker, Wm. 
Noall & Son, has sponsored a similar 
type organisation, and, in Sydney, 
Development Finance Corporation 
promises to make considerable impact 
in this field. The latter company has 
the advantage of some big overseas 
names among its shareholders. It 
lists Lehman Brothers, the prominent 
New York investment bankers, and 
the well-known British companies, 
Prudential Assurance, Pearl Assur- 
ance and Eagle Star Insurance. 


It looks like a coming-of-age for 
the Australian capital market, a 
growing sophistication that should 
owe of considerable value to indus- 
ry. 
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Perhaps it is these moves as much 
as any others that give the general 
picture—the dominant feature of our 
economy is its scope for further de. 
velopment. 


The experts are right about the im. 
mediate view—it seems to be for a 
levelling out for a time—but so too 
might the investors be right in their 
confident attitude. 


Investors, basically, are recognis- 
ing the country’s short term problems 
but are putting their faith in the long 
term prospect. 


This also is the view of the profes- 
sional investors, the institutions, 
superannuation funds and the like. 
More than ever they are turning to- 
wards ordinary share investment and 
away from the more gilt-edged type 
investments. They are backing long 
term growth, and also, it might be 
deduced, recognising the benefits of 
investment in ordinary shares in a 
period of long term inflation. In tak- 
ing this line, these investors are 
themselves contributing to the pre 
sent strong market. 


Because they buy and hold, they 
are taking shares off the market and 
adding to what the brokers are de- 
scribing as a shortage of share scrip, 
which by the simple law of supply and 
demand contributes to a generally 
higher level of share prices. 


* * * 


However, of all the events of the 
past month, the normally staid bank- 
ers take the prize for spectacular de- 
velopment. 


With their moves into the field of 
unit trusts, the Bank of N.S.W. and 
the A.N.Z. Bank put beyond any 
doubt the feeling that now (and at 
last) the banks are up and doing. 

There had been a strong move into 
savings banking, and all had decided 
to get into the hire purchase busi- 
ness. 

Both of these moves could have 
been described as being purely de 
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fensive. The Commonwealth Bank 
had been expanding at a fast rate 
and this could have been explained 
at least in part by its savings bank 
adjunct. So the private trading banks 
moved in. 

Again, in recent years, the banks 
have been chagrined to see the tre- 
mendous growth of the hire purchase 
companies which enjoyed freedom of 
borrowing both in amount and in the 
interest rates offered, while they, the 
banks, were strictly controlled. So, 
in retrospect, the move in this direc- 
tion also was logical. 

However, the decision to get into 
unit trusts is another thing alto- 
gether. This, it seems, is aimed prin- 
cipally to provide another service to 
clients and to bring new people to the 
bank counters. The banks are on the 
move. What is the next step? 

Might it not be another defensive 
move to do something about the 
growth of the development organisa- 
tions mentioned earlier? 

7 * * 

Another example of the general air 
of restiveness among the leading 
financial institutions was provided in 
June by the A.M.P. Society. This life 
company decided to enter the fire and 


general insurance line through an 
agency arrangement with United In- 
surance. 

Earlier, the other giant in the life 
assurance business, M.L.C. Assur- 
ance, took a 44 per cent interest in 
hire purchase financier, Alliance 
Holdings. Here again is further com- 
petitiveness. The A.M.P. obviously 
could see that much good business, 
over which it could exercise some in- 
fluence, was going elsewhere. And 
M.L.C., with its link with hire pur- 
chase, gained a high income yielding 
investment. 

~ * * 


All things considered, the general 
financial position is particularly in- 
teresting. Certainly it doesn’t lack 
incident. In fact, the feeling these 
days is that practically any develop- 
ment is likely. 

There is worry about the current 
economic outlook, and _ internally 
there is the prospect of stiffer compe- 
tition. But, with the many examples 
of long term confidence expressed by 
major local and overseas organisa- 
tions, it is impossible to escape the 
impression of an underlying optimism 
in the country’s future development. 





QUEEN’S BIRTHDAY HONOURS 


Our congratulations are extended to the 


folowing members of the Australian 
Society of Accountants whose names ap- 
peared in the Birthday Honours list: 


SIR ARTHUR WILLIAM FADDEN, 
K.C.M.G., F.A.S.A., Federal Treasurer, who 
was knighted in 1951, has been further 
honoured by promotion to Knight Grand 
Cross of the Order of St. Michael and 
St. George. 


SIR ALEXANDER JAMES REID, 
PAS.A. of Dalkeith, Western Australia, 
has been made a Knight Commander of the 
Order of St. Michael and St. George. He 
8 a member of the Commonwealth of 
Australia Grants Commission and Chan- 
tellor of the University of Western Aus- 
Talia. He received the award in the 
Commonwealth of Australia list in recog- 
nition of his distinguished public service. 
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Mr. JAMES McKAY, F.A.s.A., has been 
awarded the O.B.E. (Order of the British 
Empire (Officers)). He is general mana- 
ger of the Berri Co-operative Packing 
Union, S.A. 


Mr. WILLIAM DICKIE BIRRELL, 
A.A.S.A., has been awarded the M.B.E. 
(Order of the British Empire, Members). 
He is town clerk and treasurer of Kew, 
Victoria. 


Mr. ARNALDO JOSEPH LEWIS 
JAMES, A.A.s.A., has been awarded the 
1.8.0. (Companion of the Imperial Service 
Order). He is Under Secretary, Chief 
Secretary’s Department, Victoria. 


Mr. JOHN ARNOLD NEALE, F.a.s.A., 
Deputy Commissioner of Taxation, Vic- 
toria, has also been awarded the Com- 
panion of the Imperial Service Order. 


317 





RECENT LEGAL DECISIONS 


Discussed by L. C. VOUMARD, B.A., LLB. 


Director’s Share Qualifications 


The articles of association of 
Gordon Hotels Ltd., fixed the 
share qualification of a director 
as “the holding in his own right 
of five hundred ordinary shares 
of the company’, and added that 
this qualification was to be ob- 
tained within two months (the 
maximum period allowed by the 
Companies Act) after appoint- 
ment, failing which his office 
was to be vacated. Other articles 
provided that on a transfer of 
shares the transferror was to re- 
main the holder until the name 
of the transferee was entered 
in the register of members in 
respect thereof. 


At a general meeting held on 23 
December, 1957, resolutions to ap- 
point K and L directors were pro- 
posed. A poll was demanded, and 
voting on the poll took place on that 
day. The counting of the votes, how- 
ever, did not take place until 24 
December, on which date the scruti- 
neers informed the company that K 
and L had been elected. Neither of 
these gentlemen learnt of their elec- 
tion until 27 December. Nor did 
either of them at that date hold suf- 
ficient shares to qualify them as direc- 
tors, but they proceeded to take steps 
to acquire the necessary number by 
transfer. On 31 January, 1958, they 
purchased them, but for some reason 
or other there were further delays, 
and their names were not entered in 
the register of members until the 
afternoon of 24 February. 


Two other shareholders then sued 
on behalf of themselves and all other 
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shareholders in the company claim- 
ing a declaration that K and L had 
vacated their offices as directors, be- 
cause they had not obtained their 
qualification within the two months 
allowed by the articles and the Act, 
and seeking as well an injunction to 
restrain them from acting as direc- 
tors of the company. The argument 
was quite short. K and L, it was 
said, were elected on 23 December; 
they should, therefore, have acquired 
their qualification by midnight on 
23/24 February. True, they had 
purchased the necessary shares on 
31 January but the crucial date, in 
view of the article which left a 
transferror as the member until the 
transferee’s name was entered on 
the register, was the date on which 
K and L had their names entered on 
the register—namely, 24 February; 
this was one day over the two month 
period, which had begun to run at 
midnight on 23/24 December. 


On the other hand, K and L said 
that although the voting took place 
on 23 December the votes were not 
counted until 24 December; this 
meant that they were not appointed 
until the result of the voting was 
known. The date of their election 
was, therefore, 24 December, so that 
the time of two months began to run 
only from midnight on 24/25 Decem- 
ber. Hence, they said, the two months 
did not expire until midnight on 24/ 
25 February; since their names were 
entered in the register on 24 Febru- 
ary, they had obtained their qualifi- 
cation shares within the time 4! 
lowed, so that their offices were not 
vacated. 


Danckwerts, J., 
plaintiffs’ argument. 


preferred the 

The meeting 
was complete, and the poll was com- 
plete (except for the declaration of 
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the result) on 23 December; there- 
fore the election of K and L took 
place on that day. Consequently, time 
started to run against them from 
midnight on that day, and expired at 
midnight on 23 February, so that the 
registration of K’s and L’s shares in 
their names on 24 February was too 
late. He therefore granted the de- 
cdaration and injunction sought by 
the plaintiffs (Holmes and Another 
v. Keyes (Lord) and Others (1958) 
1 All E.R. 721). 


Money Paid under Mistake of Fact 


South Australian Cold Stores 
Ltd. v. Electricity Trust of S.A. 
(1957) 31 A.L.J. 897 is a case in 
which a claim to recover money 
overpaid to the Electricity Trust 
as money paid under a mistake 
of fact was unsuccessful. 


The Trust had increased the 
charges for electricity supplied by it, 
and the consumer had paid these 
charges (except in relation to a 
period during which the increased 
charges purported to operate retro- 
spectively) without protest, and with- 
out making any inquiry or investiga- 
tion into the validity of the prices 
order pursuant to which the in- 
creased charges were made. As it 
happened, the prices order was inef- 
fective, in that certain formal re- 
quirements regarding its promulga- 
tion, etc., had not been satisfied, but 
neither the Trust nor the consumer 
was aware of this. However, the 
consumer eventually learnt of the in- 
effectiveness of the prices order and, 
when sued by the Trust for the re- 
covery of electricity charges incurred 
in a later period, the consumer coun- 
— to recover the over-pay- 
ments. 


The basis of the counter-claim was 
that these overpayments constituted 
payments to which the Trust was not 
entitled, and that they were made 
under a mistake of fact. However, 
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on the facts, the High Court ruled 
against it. The consumer, it ap- 
peared, had taken it for granted that 
somehow or other the charges might 
be lawfully made, so that the over- 
payments made by it could be said 
to have been made voluntarily. This 
took the matter out of the reason for 
the rule under which an action for 
maney had and received will lie in 
cases of payment by mistake. Under 
that rule, it was pointed out, “the 
action is available when the payee 
cannot justly retain the money paid 
to him because it would not have 
come to his hands if it had not been 
for a false supposition of fact on the 
part of the payer causing the latter 
to believe that he was compellable to 
make the payment or at all events 
that he ought to make it.” In this 


case there was nothing but an as- 
sumption that the increased charge 
might lawfully be made, together 
with a willingness to pay it. This © 
was insufficient to support the coun- 
ter-claim, which accordingly failed. 


Surviving Partner and Option to . 
Purchase 


A warning of the dangers of 
lack of precision in clauses in a 
partnership agreement entitling 
a surviving partner to exercise 
an option to purchase the share 
of a deceased partner comes from 
the decision of the High Court in 
Ballas v. Theophilos (No. 2) 
(1957) 31 A.L.J. 917 (affirm- 
ing the decision of the Supreme 
Court of Victoria). 


A partnership deed contained a 
clause whereby on the death of one 
partner the surviving partner was 
given an option to purchase the share 
of the deceased partner in the capital 
and assets of the business upon cer- 
tain terms. No specific time was laid 
down during which the option so con- 
ferred was to be exercised. 


One partner having died in March, 
1954, the surviving partner pur- 
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ported formally to exercise his op- 
tion of purchase in July, 1955—that 
is, sixteen months after the death 
of the deceased partner. The de- 
ceased’s executor declined to accept 
this, and in the resultant litigation in 
the Victorian Supreme Court, Smith, 
J., held that the option should have 
been exercised within a reasonable 
time, and that it had not been so ex- 
ercised. On appeal, the High Court 
affirmed this. 


In the course of his judgment, the 
Chief Justice put the matter thus: 
“The partnership deed,” he said, 
“limits no time for the exercise of 
the option. The implication of law 
is that it must be exercised within a 
reasonable time. What is a reason- 


able time is, of course, affected by the 
stipulations contained in the option 
clause itself. That means that due 
. time must be allowed for the calcula- 
tion of the amounts to be added to the 
share disclosed by the last balance 
sheet and the completion of the bal- 


ance sheet to the date of death, and 
for the valuation of goodwill if that 
be required. It means, too, that a 
reasonable time must be allowed for 
the consideration by the surviving 
partner of the information thus ob- 
tained. But thereafter he must act 
with that promptness which is always 
required in the case of the exercise of 
an option to acquire an asset the 
value of which is affected by the 
changing conditions which time and 
the vicissitudes of business bring. 
It appears to be quite impossible to 
say that a period of one year and four 
months is reasonable. . . .” 


“Paramount Clause” in Charter 
Party 


In the September, 1957 issue of 
The Australian Accountant at p. 415, 
this column referred to the case of 
Anglo-Saxon Petroleum Co. Ltd. v. 
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Adamastos Shipping Co. Ltd., in 
which the Court of Appeal had felt 
compelled to reject as legally insen. 
sible a clause in a charter party 
which incorporated the U.S. “Para. 
mount Clause”. An appeal was taken 
to the House of Lords and, by a 
majority, the House has reversed the 
decision of the Court of Appeal 
(Adamastos Shipping Co. Ltd. y, 
Anglo-Saxon Petroleum Co. Ltd. 
(1958) 1 All E.R. 725).} 


Cheque Delivered Conditionally 


In the Victorian case of Cheney 
v. Holschier (1958) A.L.R. 221, 
H drew a cheque, crossed and 
marked “Not Negotiable’, in 
favour of M, and handed it to 
M upon an alleged condition that 
M would complete certain work. 


This alleged condition was not 
satisfied, and H then stopped pay- 
ment of the cheque, but in the mean- 
time M had cashed the cheque with 
C. 


When C sued H upon the cheque, 
H contended that M’s title to the 
cheque was defective (in that it had 
been issued to him conditionally only, 
and the condition had not been ful- 
filled) and that, since the cheque was 
marked “Not Negotiable”, C’s title 
to it was just as defective as M’s, 
thus precluding C from recovering. 
The court (Herring, C.J.), however, 
found that the condition alleged by 
H related to acts to be done subse- 
quent to the issue of the cheque, 
rather than to anything which had 
happened prior to its issue, and that 
there had not been any misrepresel- 
tation by M, with the ‘result that M’s 
title was not defective. Hence, he 
was able to, and did, give a good title 
to C despite the “Not Negotiable” 
crossing, with the result that C’s ac- 
tion against H succeeded. 
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REPORTING TO MANAGEMENT 


A recent presidential address delivered to The Australasian 
Institute of Cost Accountants (Victorian Division) by Mr. B. 
W. B. Ruffels, F.C.A. (Aust.). 


E topic chosen for this paper 

is one of the most important in 

the whole field of accounting, and is 

probably the field in which account- 
ants most often fail. 


This is probably because in the 
training of accountants too much 
emphasis has been placed on tech- 
niques, and in the process we have 
tended to lose sight of the purpose of 
accounting. I use the term “account- 
ing’, here in the widest possible 
sense, and it includes the whole field 
of cost accounting. 


It is true that the original function 
of accounting was to record what a 
business owned and what it owed, 
and the accountant’s role was that of 
historical recording only. Today, 
however, more and more manage- 
ments are looking to the accountant 
for information that will help them 
to carry out their functions more 
efficiently. 


Management will not learn to 
use accounting information effec- 
tively until accountants learn the 
essentials of good reporting; and 
how to think in terms of manage- 
ment. 


If his reports are not read—and 
understood—then the accountant has 
largely wasted his time. 


THE NEED FOR EFFECTIVE 
COMMUNICATION. 


Management. 


Management has been defined “as 
the art of planning, organising and 


controlling, and the making of 
administrative decisions” and “get- 
ting the right things done to agreed 
standards of performance and with 
the least expenditure through the 
decentralised but co-ordinated efforts 
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of people”. It comprises three major 
functions:— The determination or 
planning of policy; The organisation 
of the business to implement those 
policies; and the control or super- 
vision of operations. 


All are essential and must receive 
adequate attention. Both manage- 
ment and accountants must realise 
that accounting or reports can never 
take the place of any of these posi- 
tive functions. Reports alone are use- 
less. It is action based on these 
reports that counts. Much of the 
success of the planning and control 
functions of management will depend 
largely on the information manage- 
ment is given. 


Why Does Management Need 

Reports? 

It has been said that accounting is 
the language of business. The per- 
formance of an enterprise is generally 
measured in financial terms. If we 
accept that one of the main functions 
of a business is to make an adequate 
profit then we will understand why 
management is interested in learn- 
ing how it has done and where it is 
going in regard to profitable opera- 
tion. 

Management’s need for effective 
communication is well set out in the 
N.A.C.A. Research Report’ on 
“Presenting Accounting Information 
to Management” in which it is 
stated: 


“People responsible for managing 
an industrial enterprise need infor- 
mation in order that they may know: 
(a) What is going on; (b) When 
action should be taken; and (c) 
What decisions are likely to be most 
advantageous to the company. 
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“As an organisation grows, 
management must rely to a greater 
extent upon information compiled, 
summarised, and interpreted by the 
accounting department and other 
specialised functional groups in the 
company. Modern techniques for 
collecting, focusing, and transmit- 
ting information to management 
have had an important place in 
making possible the efficient opera- 
tion of large organisations needed to 
utilise advances in scientific and 
engineering knowledge for producing 
better and less costly products. 
Even in small companies some 
systematic plan for collecting and 
presenting financial information is 
essential because management can- 
not personally observe and organise 
all the facts with respect to sales, 
costs, and other aspects of a com- 
pany’s operations. 

In order to be useful to manage- 
ment, accounting information must 
be communicated to management 
personnel. 

Communication implies that a 
person receiving information under- 
stands the nature and significance 
of material contained in the reports 
which he receives. When communi- 
cation is genuinely effective, manage- 
ment’s actions and decisions are 
likely to be based on the facts which 
they receive rather than on untested 
impressions and guesses. 

However, there is reason to believe 
that accounting reports to manage- 
ment have not always achieved their 
intended purpose because the reports 
were not understood, recipients 
lacked time required to grasp the 
meaning, or the content of reports 
was not relevant to problems facing 
the persons who received them.” 


What Should Management Expect of 

Reports? 

Reports should aid management in 
the progressive, constructive develop- 
ment of a mental picture of what is 
in the offing. To do this management 


322 


needs to know: (a) Background in- 
formation; (b) The anticipated 
financial results of its plans for the 
future (whether they be long range 
or short range); and (c) The extent 
to which it has succeeded in achiey- 
ing those plans and in maintaining 
control over current operations. 

In other words, management 
should have a clear definition of its 
ambitions and its goals, and reports 
to management should _ evaluate 
results achieved in terms of those 
goals. 

Many day to day decisions which 
management must make can only 
be made intelligently if information 
is available concerning the probable 
effects on profit and/or the financial 
position of taking one course instead 
of another. A management that is 
supplied with this sort of informa- 
tion can more readily make a more 
accurate decision than one which is 
relying on intuition. 

It should be the principal aim of 
accounting to supply these needs. If 
we as accountants do not supply 
management with the information 
it needs we will not take our true 
position in the management team, 
and we will compel management to 
look to others for the information 
and assistance it is seeking. 


Economic Waste of Faulty Reporting. 


Too few accountants appreciate the 
cost of preparing reports. It must be 
appreciated that accounting is a ser- 
vice to management, and its aim 
should be to render the maximum 
possible service at the lowest cost. 
The accounting section should be 
just as productive as any other unit 
in the business. 

If then the accounts that are being 
prepared are not conveying the mes- 
sage that they should to manage- 
ment, then their cost (which may be 
considerable) is not warranted, and 
management is justified in criticising 
the accountant. 

However, what most managements 
and most accountants do not apprecl- 
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ate is that the greatest cost lies, not 
in the cost of preparing the reports, 
but in the loss of executive effective- 
ness. If our reporting to manage- 
ment is not effective, then we will 
find that the executives will: (a) 
Either ignore the mass of informa- 
tion, or for lack of it make the wrong 
decision; (b) Become enslaved with 
it and fail to take action; or (c) Have 
to work in the dark because they 
have no clear picture of what has 
happened, or what is going to happen. 


COMMON DEFICIENCIES IN 
REPORTING. 


Types of Deficiencies. 


The errors made most frequently 
in reporting may be summarised as 
follows: 


Too much information. We should remem- 
ber that most executives to whom we 
will be reporting are not trained ac- 
countants, and generally are not able 
to assimilate great masses of account- 
ing information. This is one of those 
clear cases of economic waste, in that 
not only do we spend too much time and 
money on the preparation of these re- 
ports, but because of their indigesti- 
bility they do not allow the executives 
concerned to effectively use them. 

Information missing. Executives need to 
know more about their functions than 
can be learned from conventional books 
of account. We should appreciate that 
control is not limited to the information 
covered by the accounting system, or for 
that matter by the cost accounting 
system. Reports should contain as much 
information as will enable executives to 
effectively obtain a picture of what has 
happened or where they are going. This 
aspect of reporting will be covered later 
under the heading, Content of Reports. 


Lack of integration. Many reports are 
not carefully planned and designed, but 
just “grow-up” with the result that there 
are dangerous gaps in the information 
supplied. 

Lack of simplicity and clarity. We, as ac- 
countants, must understand that our re- 
ports must be understood by non- 
accounting executives. Accountants 
generally tend to become too concerned 
with techniques, principles, and methods, 
and assume that the executive to whom 
we are reporting will be concerned with 
these problems. It is essential that we 
use in our reports language which the 
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recipient will understand, and that we 
avoid unnecessary and _ unintelligible 
jargon. 

There is often a failure to distinguish be- 
tween planning and control information. 

Reports tend to become too repetitive, and 
are not reviewed frequently enough. 
What is useful this year may not be 
required next year. On the other hand, 
current conditions may require informa- 
tion on some particular aspect on which 
there has been no need to report pre- 
viously. 

There has been a lack of appreciation on 
the part of accountants of the need for 
timeliness in reports. 

The reporter very often is unaware of the 
purpose for which the report is to be 
used. Thus, the wrong information may 
be presented or the wrong conclusions 
may be drawn. It is essential that the 
accountant and the executive concerned 
should get together so that the account- 
ant appreciates what is required, and the 
executive becomes aware of the weak- 
nesses in the figures from which the 
report is prepared and the limitations 
of the accounting information. 

There is often a lack of a sense of propor- 
tion on the part of the accountant. He 
should learn to distinguish between what 
is essential and what is not essential, 
and confine his reporting to manage- 
ment to what is essential. 

A lack of appreciation that a report for 
one purpose may be quite useless and 
even dangerous for another. 

Failure to use sound cost accounting 
principles. For example, wrong expense 
rates may make reports misleading. 

The principal defect in reporting, how- 
ever, is a completely wrong approach on 
the part of the accountant and of 
management to the type of information 
with which management is presented. 


How Have These Deficiencies Arisen? 


They have arisen generally from 
one or a number of several causes, 
including— 


The reports in a business are seldom the 
product of the one mind. As a rule they 
just “grow”, and are introduced as and 
when the need for them is felt, or when 
somebody thinks it would be a good idea 
to have a report on some particular 
aspect. 

With the trend towards greater mechanisa- 
tion in offices, the volume of informa- 
tion- available has increased, and this 
trend will continue. However, there has 
not been a commensurate advance in 
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educating accountants and executives on 
how to use this information as an aid 
to maintaining or increasing profits. 

Some organisations are not cost-conscious, 
and do not appreciate the need for the 
assistance that can be obtained from 
good reports. 

Some organisations on the other hand 
become extremely cost-conscious, and 
develop an appetite for information. In 
these concerns, it is usual to find a lot 
of reports, but very often insufficient 
thought is given to planning the report 
structure, and to condensing the reports 
so that they contain only essential in- 
formation. We should remember that it 
can be just as economically wasteful to 
have too many reports as to have no 
reports at all. 

There is a lack of appreciation by ac- 
countants of the principles of reporting. 
It is essential that accountants ap- 
preciate that there are principles, and 
be fully conversant with them, and see 
that their reports are based on sound 
principles. 


THE PREPARATION OF REPORTS 


It is not intended here to discuss 
detailed techniques and procedures 
so much as principles. Just as it is 
the function of management to plan 
and control so in our reporting we 
should distinguish between reports 
for planning and those for control- 
ling. 


Reports for Planning. 


The greater part of top manage- 
ment’s thoughts must be in terms of 
the future, for that is where the 
profit is made. Most of management’s 
decisions are concerned with what is 
going to happen, as there is nothing 
much they can do about what has 
happened. If we accountants appreci- 
ate this, we will realise that what 
management needs is not last week’s 
reports this week—but next week’s 
reports this week. 


The cost accountant should tell 
management— 
1. The probable financial results of 
its plans, including: 
What profit the business will 
probably make. 


Where will it lose and why? 
What will be the cost of in- 
sufficient sales or insufficient 
production? 

What products are profitable 
and what are unprofitable, and 
under what circumstances? 
What arrangements it must 
make regarding finance. 

2. He should also in reporting aim 
to tell management what prob- 
lems it will run into unless it 
makes some plans to deal with 
such problems as plant replace 
ment, the financial effect of in- 
creased cost of raw materials or 
the slower collection of book 
debts. 

What happens to a business in the 
near future is often the result of 
decisions made by management to- 
day, or the lack of decision by 
management. Unless the right deci- 
sion is made at the right time a busi- 
ness may be so adversely affected 
that it will take a considerable time 
to retrieve its position. 

In planning for the future, 
management should be making not 
only short range plans, but long 
range plans. Any _ action that 
management may take today can 
affect costs and profits for a good 
many years to come. The fact that 
management may not be able to con- 
trol the cause is not a good argument 
why accountants should not advise it 
of the result of certain actions or 
lack of them. Management can often 
modify the effect on the business of 
a cause if it has sufficient advance 
notice of its effects. 


Reports for Controlling. 


Especially in the larger concerns 
management needs better ways of 
continuously measuring executive 
effectiveness. It is harder in a large? 
concern for the top executives to 
know what is going on and the only 
way they have of judging an exect- 
tive’s performance is by the results 
which he achieves, particularly when 
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this is compared with some pre- 
determined plan. They also look to 
the accountant to provide them with 
information which will enable them 
to assess the results of their own 
decisions. 


Types of Reports. 


Reports whether they be for plan- 
ning or for controlling may be either 
repetitive or special. What a repeti- 
tive report will contain will depend 
very largely on the level of manage- 
ment to which the report is 
addressed. 

Accountants generally make the 
mistake of relying solely on repetitive 
reports, and in many instances sub- 
mit their working papers to manage- 
ment as reports. Generally, repeti- 
tive reports to management should 
be kept to a minimum. It is desirable 
that they be presented with regular 
reports in a form to which they can 
be accustomed, but these should con- 
tain the minimum of information 
essential to convey a _ particular 
message. They must be easily read 
and digested, and should automatic- 
ally point out where management’s 
attention is needed. 


Much greater attention should be 
given by accountants to _ special 
reports, resulting either from the 
requests of management or on par- 
ticular matters which the account- 
ant has noted in the course of the 
preparation of the routine reports. 
The special reports required by 
management are usually on the effect 
on profit or the financial position of 
alternative decisions which manage- 
ment can make. 


It is essential, therefore, that the 
accountant develops a greater ability 
interpreting figures and trends, 
that he develop a greater originality 
in his approach to reporting, and a 
more constructive approach to his 
job. It is essential that he looks at 
problems through management’s 
‘yes, and not as bookkeeping prob- 
kms, if he is to keep management 
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ERE in the way that it needs to 
e. 

If the control reports are well 
planned they should reveal what 
items should be followed up with 
special reports. As most - special 
reports should result in action by 
management, it is essential that 
accuracy and completeness should 
not be sacrificed in favour of speed. 
However, it is just as important that 
the information in special reports be 
given to management in time to make 
a decision, and as with control 
reports, it may sometimes be essen- 
tial to sacrifice some accuracy in 
order to have the report presented 
promptly. This is one aspect in which 
the accountant must develop a sense 
of proportion and know when and to 
what degree accuracy may be sacri- 
ficed for the sake of speed. 

It is not uncommon to find that the 
sales or production people prepare 
their own reports because the 
accounting section is too far behind 
or does not think right. This is not 
desirable, as not only does it lead to 
a duplication of effort, but non- 
accounting executives usually lack 
an adequate knowledge of account- 
ing and cost accounting principles 
and may unintentionally get a wrong 
answer. 


Making Reports Effective. 


It has been said that reports are a 
means of determining whether a com- 
pany is succeeding, and, if not, why 
not. A definition of what constitutes 
success is needed. 

It is suggested that this definition 
of what constitutes success should 
take the form of either or both of 
two aids which have been developed 
to meet this need for a measuring 
stick. Reports based on standards 
and budgets will enable management 
more quickly to determine where 
action is needed than will reports 
based on historical costs or financial 
reports, We, as accountants, should 
therefore aim to introduce into our 
reports budgets and standards, and 
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so build into our reporting system 
the yardsticks of which management 
has approved and is aware. 


Management will take a much 
greater interest in our reports if they 
show the extent to which it has 
either exceeded or failed to achieve 
the targets which have been set. 
Thus, a report which shows that a 
net profit of £5,000 was achieved is 
not as informative as one which 
shows: 


Target net profit 
Sse te ee 


SUE G... AGIQS. Qe A 


and then shows that this deficiency 
arose through: 


£2,000 
1,000 


2,000 
£5,000 


Excessive use of material .... .... 
Insufficient gross profit from sales 
Labour efficiency below standard 

nn Set ag Begg a tee crating at 


It is obvious that reports of this 
nature enable management more 
readily to see what has happened. 
Anybody who has endeavoured to 
ascertain from ordinary financial 
accounting records why the profit 
was below what management thought 
it should have been, will realise what 
a futile and consuming waste of 
effort it can be, and how much more 
effectively the same management can 
operate if it is supplied with good 
reports based on standards and 
budgets. 


Management should not be inter- 
ested in costs, but in losses. If the 
costs are essential and unavoidable, 
there is nothing much it can do 
about them. Our reports should be 
so constructed that they tell manage- 
ment not what its costs have been, 
but what and where and how it has 
lost money. It should do this in such 
a way that it fixes responsibility for 
failure to achieve success, or shows 
where success has been achieved. 
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PLANNING REPORTS TO CO. 
ORDINATE Fone ORGANISA- 


An executive’s position in the com- 
pany organisation helps to determine 
what information he needs and should 
receive. The organisation chart of a 
business should also determine the 
scope of his authority to make deci- 
sions and to take action. It is desir. 
able that the accountant should 
study the organisation chart when 
drafting his reports so that in his 
reports he observes the lines of 
authority and responsibility. If he 
does this, then he will not waste the 
time of executives by reporting to 
them on matters which are outside 
their control, and at the same time 
will see that the reports to an execu- 
tive cover the functions for which 
he is responsible. 

Thus, in planning a chart of 
accounts, it is desirable to determine 
who is responsible for each item of 
expense or income. If this is done, 
it will make the subsequent report- 
ing much easier, and will enable a 
more effective control of costs to be 
obtained. 

We should not give the same 
reports to all executives, for their 
functions differ, and their functions 
should determine the type of reports 
they should receive. Thus, a factory 
manager’s report should cover costs, 
productions, inventory, labour losses, 
etc., but not sales or profits. The 
sales manager on the other hand 
would not be concerned with labour 
losses in the factory, but would be 
concerned with reports on the failure 
to achieve sales targets, on insuffici- 
ent gross profits, etc. 

However, the accountant should 
see that the sales manager is sup 
plied with reports showing the effect 
on the company’s profit of sales 
decisions. For example, the cost of 
substituting one material for another 
in the manufacture of a product may 
be done at the sales managers 
request, and a special report to him 
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on the cost of the substitution would 
be a most desirable feature. 


REPORTING TO DIFFERENT 
LEVELS OF MANAGEMENT. 


Just as our reports to the sales 
manager should cover. different 
aspects from those presented to the 
production manager, so our reports 
to the various levels of management 
should also be different. It is gener- 
ally accepted that we should reduce 
the detail and frequency of reporting 
to a minimum consistent with the 
requirements of the level to which 
the report is made. The lower the 
level the greater the detail and the 
frequency. 


Top Management. 


Top management spends or should 
spend the greater part of its time in 
planning for the future and in estab- 
lishing policies and _ objectives. 
Reports to them should take the 
form of either forecasts or budgets 
or historical background information. 

The English team on Management 
Accounting which visited America in 
1950 said in its report: “Top execu- 
tives, while naturally receiving copies 
of board reports and being briefed 
to discuss them with the board, do 
not regard these as their prime con- 
trol statements. Forecasts and bud- 
gets are used extensively and are 
revised or recast as circumstances 
demand. This occurs with surprising 
frequency. Senior management pays 
far more attention to forecasts than 
to past results. It is interested in the 
latter chiefly as a means of setting 
targets for the future and controlling 
subordinates.” 

_Especially in the larger organisa- 
tions they are more interested in the 
future than in the past. The control 
of current operations is often left to 
lower levels. Under such circum- 
stances, all that top management 
requires are key figures which will 
enable it to obtain a quick picture of 
What has happened. 
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Just as management applies to its 
work the principle of exceptions so 
our reports should concentrate and 
reveal to them the deviations from 
predetermined objectives. Manage- 
ment should be able to vcely on the 
accountant to screen out the un- 
important, and to present only those 
items of any significance which 
require its attention or which it 
should know. 

Particularly in reporting to top 
management it is true that too many 
figures can confuse. Accountants 
must realise that management does 
not have time to digest a mass of 
figures. Often they are not “figure 
men”, and cannot analyse accounting 
statements. It is desirable that the 
reports should clearly indicate trends 
and those aspects which are of the 
most importance. 

Where a good system of budgetary 
control is in operation the reports 
should quickly enable top manage- 
ment to determine the extent to 
which they have achieved the targets 
with which they are familiar. 


Reports to Middle Management. 


Especially in small and medium 
sized businesses middle management 
often overlaps into both top manage- 
ment and the third level, the foremen 
level. They are usually responsible 
more for control than for planning 
and usually work closer to actual 
operations. What planning they do 
is short range rather than long 
range. Reports to this level should 
emphasise current control and pro- 
vide the basis for immediate action. 
They should be kept informed about 
day to day operations to enable them 
to measure the performance of sub- 
ordinates. Reports to them should 
help them to maintain control. How- 
ever, they should again be based on 
the principles of exception or the 
variations from standards or pre- 
determined plans. 

We should appreciate that some 
control information may be more 
readily obtained from production 
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control records than from cost con- 
trol records. In reporting to this 
level of management speed is of the 
utmost importance. 


Supervisors and Foremen. 


Supervisors and foremen are 
usually in control of day-to-day 
operations, and control of costs starts 
with them. The delegation of 
managerial authority ends with 
them. They are directly in charge of 
labour, equipment, materials and 
some expense, and can exercise an 
important influence over costs. They 
are usually not so concerned with 
planning as with current cost control. 


This does not mean that we should 
not show in our reports the extent 
to which they have achieved pre- 
determined plans, but there is less 
need for reporting to them on future 
plans. We should recognise in our 
reports: 


That a foreman’s responsibility is limited 
to costs, and it does not extend to profits. 
He is interested in losses, but has no 
control over profits. 

That much of the effectiveness of reports 
at this level depends upon the avail- 
ability of control tools such as good 
standards and budgets. 

It is essential that we distinguish between 
the cost factors for which the foreman 
is responsible. For example, in material 
costs he is normally responsible for 
material usage, but not for variances in 
the price of material. Similarly, he is 
responsible for some items of expense 
which he can control, but there are many 
items which are not controllable by him. 

Particularly when reporting to this level 
of management our reports should be in 
terms which they can understand. Thus, 
it may be desirable to express reports in 
physical units rather than in money— 
for example, in man-hours, machine per- 
formance, quantity of materials, per- 
centage yields, although money figures 
are often helpful in emphasising the 
extent of a loss. 

Reports to this level should be prepared 
more frequently and more promptly. If 
possible, the foreman should have know- 
ledge of performances hour by hour. It 
is often possible to plan the reports so 
that the foreman in preparing his re- 
ports knows how he is faring. 

The reports should focus attention on items 
which require prompt attention. In this 
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respect variances from standards or 
budgets are most useful. 

suist repetitive reports are most com- 
mon to this level of management the 
accountant should not overlook the fact 
that special reports will arouse his 
interest and make him more cost con- 
scious. There is probably a greater need 
for oral explanation on the part of the 
accountant to this level of management 
than for other levels. 


The accountant should realise that his job 
is to help the foreman, not “put the 
heat on him”. The accountant’s role 
should be one of assisting him, not re- 
porting on him. 

The education of the foreman in the use 
of reports should start with the budget 
preparation. It is desirable that the 
foreman should participate in the pre- 
paration of the budgets. If he does this 
he will understand and use reports 
better. 


GETTING ACTION FROM 
REPORTS. 


Reports that do not produce action 
have largely failed in their purpose. 
It is not sufficient for the accountant 
to produce figures. He must see that 
he does them in such a way that they 
will produce the required action. To 
do this there are a number of devices 
which can be used, such as: 


Make the reports interesting. The 
reports should be so clear that it 
would be an effort not to see what 
they disclose. 

Use thought catchers—or atten- 
tion getters—in written reports. 


Confine the report to one page of 
a reasonable size, say, quarto or 
foolscap. If a report is too lengthy 
there is often a tendency for a busy 
executive to put it aside until he has 
time to read it. 


Accountants can learn from news- 
papers—which are written so that 
the gist of the story can be obtained 
in a hurry. If the reader wants more 
detail he can read on and find it. 

Interpret the results to reveal the 
problems and where possible the 
desired action. In many cases it 8 
possible to show the effect of differ- 
ent alternatives available. 
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Make the presentation attractive 
so that its appearance will appeal to 
the executive receiving it. 

Follow up the report and discuss it 
with the executive concerned to see 
that he has understood the report 
and appreciated its significance. 

Reduce the volume of the figures 
reported on. Executives today tend 
to be inundated with magazines, 
documents, reports of all kinds, and 
it is generally impossible to assimil- 
ate them all. If you want your report 
read keep it as brief as possible; 
Begin the report with a summary; 
Focus attention on exceptions to or 
variations from plans and use round 
figures. 

Improve the readability of the 
reports. To do this, space the head- 
ings, avoid masses of figures. Use 
colours for different functions, for 
different companies in a group, for 
reporting different types of figures. 
Above all, do not present your work- 
ing sheets with these reports. 

See that your reports are timely. 
Interest will be higher while the 
events are fresh in the mind of 
management. It is desirable to keep 
them posted as they go along rather 
than wait until complete reports are 
assembled. If your weekly reports 
convey aspects that can be controlled 
closely then the final reports will be 
required less urgently. 

Promptness is more important in 
presenting reports than a high degree 
of accuracy. To achieve quick reports 
use four-week periods or four- or 
five-week months and_ eliminate 
accruals, broken weeks, etc. Not only 
does this mean faster accounting, 
but it ties in more readily with 
weekly production reports, etc. 

In preparing reports do not tie 
yourself to double entry book-keep- 
ing. Many reports can be prepared 
and presented without waiting for 
the complete financial trial balance to 
be prepared, 

Faster presentation of reports will 
be achieved if the work in the office 
is programmed and controlled so that 
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it is seen that all in the office are 
achieving the target set. 

Prepare as much of your reports 
as you can before the end of the 
month. It is possible to report on 
certain items without waiting for the 
end of the month. Such items as 
abnormal expenses, inventory short- 
ages, material variances should be 
reported on immediately they are 
known rather than sometime after 
the end of a particular period. 

An estimate of the month’s results 
may be more helpful if given quickly 
he the actual results many weeks 
ate. 

So far as past periods results are 
concerned, management’s chief inter- 
est is to know quickly how the actual 
results differed from standards. Many 
of these figures are available from 
day to day, such as reports on 
material usage, on labour efficiency, 
etc., and it should be possible to 
present a good picture to manage- 
ment immediately the month ends. 


Analysis and Interpretation. 


The accountant should be the chief 
interpreter of the financial and cost 
data, and should point out the im- 
portant things in his report and help 
the reader to understand them. 
Figures often tell what happened, 
but words are required to tell why. 
The acceptance by the accountant of 
responsibility for analysis and inter- 
pretation of accounting figures 
carries the further responsibility of 
being informed of all phases of the 
company’s operations. If he lacks 
this, the wrong conclusions can be 
reached, and his reports will be 
quickly discounted. 


OVERHAULING YOUR REPORT- 
ING SYSTEM. 


It is suggested that all concerns 
should periodically examine their 
existing reports to see whether they 
are as effective as they should be. To 
do this it is suggested that the 
following procedure be followed: 
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Define the company’s real needs for 
planning and measurement of per- 
formance. 


Establish what are the critical fac- 
tors which control end results. 


Evaluate existing reports against 
this breakdown. 


Do not approach solely with the 
objective of cutting office costs. This 
may be false economy. 


In addition, the accountant should 
be continuously watching for changes 
from time to time in the needs of 
management which result from 
economic conditions, technological 
changes, changes in products, 
methods of distribution, etc. 


In an article in the November, 
1956, N.A.C.A. Bulletin on “Was 
Your Report Structure Built or Did 
It Happen”, Richard F. Neuschel lists 
the following as the characteristics 
of a good performance measurement 
report. 


It covers an element of performance that 
has a significant bearing on end results 
achieved. 

It facilitates measurement of performance 
by comparing actual results with what 
they should have been. 

It reports only the essential facts so that 
the reader can learn the whole story 
without being confused. 

It is limited to controllable items or, at 
the least, it segregates controllable and 
non-controllable items so that presenta- 
tion of the whole story does not obscure 
responsibility or the need for action. 

It focuses attention on matters requiring 
action by accenting significant trends 
or out-of-line performance. 

It appears in a form that is easy to under- 
stand and use. 

It is expressed in the language of the 
report user. 

It is distributed only to persons who are 
properly concerned with the _ subject 
covered and the amount of detail in 
which it is presented. 

It is issued promptly, regularly, and at 
appropriate intervals. 

It can be prepared economically in relation 
to the use that is made of it or the value 
it produces. 

As part of any overhaul of a 
reporting system it is essential that 
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the accountant develops a new atti- 
tude of mind both on his own part 
and on the part of his management 
to the use of information. 


THE ACCOUNTANT’S ROLE AND 
ATTITUDE TO REPORTING. 


The success of an accounting execu- 
tive is dependent on his ability to 
express his ideas and interpretations 
of the operating figures of his com- 
pany in such a fashion that manage- 
ment can understand them. His 
standing as a member of the manage- 
ment team depends principally upon 
his alertness to ideas which may have 
a beneficial effect on the company’s 
earnings. 


The accountant should never pre- 
sume an ability to interpret trends 
in terms of policy decisions. As an 
accountant he must leave decision 
making to other executives. How- 
ever, it is suggested that he should 
think and talk like a manager, and 
not expect management to think and 
talk like an accountant. 


The Management Accounting team 
which was sent from the United 
Kingdom to the United States of 
America found that accounting infor- 
mation was used much more exten- 
sively and effectively in the United 
States. This appeared to result from 
two reasons: In America, manage- 
ment at all levels understands and 
knows how to use accounting data; 
and the accountant in America appre- 
ciates management’s problems. 


The result is an identity of atti- 
tude on the part of management and 
the accountant. As stated earlier 
too much emphasis in the past has 
been given to accounting techniques 
in the training of accountants and 
not sufficient to the needs and prob- 
lems of management. 


As accountants we must develop a 
different approach to reporting if we 
are to assume the role which we 
should in the management team. 
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THE INCREASING 


OVERHEAD BURDEN 


By C. C. SMITH. 


N the course of any study of eco- 

nomics do we not often pause to 
consider the relationship between 
prices today and what they were in 
different periods of the past? While 
with a great many new and improved 
devices which have appeared with 
the passing years there is nothing 
with which to make any comparison, 
yet there still remain many stable 
items which, apart from price, differ 
but little in general design and con- 
struction from those produced in 
days gone by. 


At first one may be inclined to 
dismiss the vast difference between 
prices today and what was asked for 
similar articles in other periods as 
due to the increase in labour costs, 
and leave it at that. 


Yet, while our conclusion would 
be correct in the strictest sense, 
there is a great deal more involved 
than is apparent from a casual 
assessment. Admittedly, labour now 
costs considerably more in terms of 
money than ever in the past, but with 
the employment of so many automatic 
processes the time factor cost is 
often overlooked—what is the equiva- 
lent in man-hours per unit today 
when compared with, say, the year 
of grace, 1757. 


Basis for Comparison 


Probably no strictly comparable 
figures can be obtained, but it is safe 
to assume that a reasonable basis 
would be in the ratio of one to forty 
so that a unit now taking one man- 
hour to produce would have required 
forty man-hours in our comparison 
period. 
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The labour cost factor, therefore, 
would at first glance appear to bear 
a favourable relationship on a unit 
basis of output. Why then if these 
costs compare favourably is there 
such a discrepancy between the retail 
prices of the different periods? 


Direct Labour Costs 


Let us first examine the monetary 
position. By converting our ratios to 
currency we may assume a present 
day average weekly wage of £20 for 
a direct product on a forty hour 
week, and an hourly rate of 10/-, 
equivalent to say, the production of 
one unit of output. Correlating this 
to the equivalent in the base period 
for a similar duration of work effort 
to produce a like unit would give a 
rate of 10/- per forty hours of work. 
So against the falling value in the 
money unit there is the counter 
balancing factor of increased output 
which will, broadly speaking, place 
the two on approximate parity. 


Thus it seems we may have 
accounted for direct labour cost as 
being more or less the same per 
unit. At the risk of incurring the 
wrath of the economist because of 
our simplification of this problem, 
we will pass on to the consideration 
of another aspect of the prices struc- 
ture as being the real cause which 
has brought prices spiralling to 
today’s dizzy heights. 


Incidence of Overhead 


The incidence of overhead taken at 
its broadest possible application, 
when considered in conjunction with 
the changes in the economy, will 
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provide the explanation to our seek- 
ing. 
The economic structure of any 


society is governed by the extent of 
its industrial and commercial 


development (as attained by the 
community of which it is consti- 
tuted) and the measure of progress 
achieved is reflected in the standard 
of living enjoyed by its citizens. 


Historical Background 


The era selected for comparison 
earlier in this article was a notable 
period in history as it coincided with 
the beginning of the industrial revo- 
lution. 


Up to then social advancement had 
shown little progression over many 
decades; the general standard of 
living by comparison with the present 
day was low, the majority of people 
existing on the base necessities of 
living. 

Wealth could not be created to a 
sufficient extent to provide for any 
appreciable advancement in the way 
of life. The lack of machine power 
and means of rapid communication, 
prevented organised effort on any 
large scale. 


Localised concentration of industry 
to satisfy the needs of an area in the 
immediate vicinity of the producers 
was the general pattern. 


Under these conditions industry 
was for the most part limited to craft 
groups of skilled artisans and their 
assistants, the productive unit being 
a combination of proprietorship, 
management, foremanship and opera- 
tive, but of limited extent. Output 
depended on hand operated tools and 
practically all effort was devoted 
directly to production. There was 
little time as yet for the art of sales- 
manship; people needing certain 
products simply sought out the 
craftsman able to produce their 
requirements. 
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What then of indirect expenditure? 
It is difficult to assess just what pro- 
portion of total cost this would have 
constituted, but it is fairly obvious 
from records of the times that there 
was but little which could be classi- 
fied under this designation. 


There was little call for indirect 
labour. One of the largest cost items 
in today’s indirect expenditure, 
material handling, presented no 
problem because of the limited oper- 
ating areas and quantities involved, 
so the proportion of any such cost to 
be allocated over the units produced 
must have been infinitesimal. 


Allowing for the reward of pro- 
prietorship as an item of direct cost, 
in that for the most part the pro- 
prietors, almost as much as those 
they employed, contributed to the 
construction of the product, meant 
that the public obtained their 
requirements at little over produc- 
tion cost. The profits factor for non- 
working proprietors did not have to 
be taken into consideration. 


With the much greater value of 
money and low rate of output, goods 
could be considered cheap but rela- 
tively scarce, and except for the 
necessities of life, not within the 
reach of the masses. 


Industrial Revolution 


Without doubt the greatest factor 
in the industrial and commercial 
expansion which began in the 18th 
century, was the harnessing of steam 
to provide machine power. This gave 
new scope and energy to the produc- 
tive effort, as well as revolutionising 
land and sea transport. 


The development of the new 
mechanisation processes created 8 
demand for greater concentration of 
labour and more monetary capital. 
Formerly capital had been almost 
wholly measured in terms of skilled 
manpower alone. So mass produc- 
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tion began and by this means the 
volume of output rose at a pheno- 
menal rate. 


The exploitation of dormant 
resources saw the institution of the 
greatest extractive industries and 
laid the foundations for a _ vast 
increase in real wealth. Wealth 
created wealth, trading with other 
nations expanded; when output 
exceeded that required for the home 
market the balance was exported 
thereby providing the means for the 
importation of raw materials and 
other goods. 


The development of industry 
created a much greater volume and 
variety of goods and members of the 
community in turn were able to 
acquire such things to the creation 
of which they had contributed. 


Far-reaching Effects 


The effects which all these changes 
wrought in the actual productive and 


distributive organism were far 
reaching. In so far as direct forma- 
tive operations were concerned one 
man was now capable of producing 
by the use of a machine an output 
which previously required the 
employment of many people to pro- 
duce by hand. Where formerly the 
raw materials and the craftsman’s 
skill were sufficient to create the 
finished article, now ancillary ser- 
vices were required as the means to 
feed the machines engaged in making 
the product. 


So while operatives employed 
directly in production could be sub- 
stantially reduced, the reduction was 
to some extent offset by the need to 
employ other workers to handle the 
supply services. An element which 
previously had accounted for but a 
fractional proportion of total cost 
now began to play a much more 
ig part in the overall computa- 
on. 
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Growth of Ancillary Services 


At first the ancillary services 
were directly related to the produc- 
tive process alone, but with the 
extension of markets and increasing 
competition, services not so related 
to production became essential to 
maintain a competitive position in 
keeping with the rapid changes in 
trading methods. 


So we saw an extension and 
growth of the supply services, all 
necessary in co-ordinating the joint 
effort to manufacture and distribute 
the product. This growth was 
accompanied by an increase in the 
employment of labour required to 
operate the services, consequently 
the ratio of indirect to direct expen- 
diture likewise increased. 


Influence of Packaging and Distribu- 
tion Costs 


Apart from the effort involved in 
preparing goods for market the 
wider field over which these products 
had to be dispersed called for a new 
approach to the question of packag- 
ing and distribution. No longer did 
the customers seek out the producer, 
the goods had now to be placed as 
near their doorsteps as possible; the 
retail trade assumed a new place in 
the community and for the services 
it provided, a goodly share had to be 
added to the price at which the pro- 
ducers could secure a reasonable 
return, so that, in turn, the retail 
distributor could obtain a sufficient 
return to enable him to earn a liveli- 
hood. Then again goods sent to other 
nations necessitated transportation 
costs, agency expenses, insurance, 
etc: a further increment was needed 
to recoup this outlay, everything in 
effect was working toward offsetting 
the advantages which mechanisation 
had brought about. 

Whatever may happen in one 
place causes repercussions § in 
another, and so the control of opera- 
tions associated with producing and 
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distributing could not be handled by 
those directly engaged in them; thus 
the science of management became 
essential to the efficient controlling 
and co-ordinating of these various 
activities. 


Greater Necessity for Recording 


While the dispersion of effort over 
this widening field gave full reign 
to management, the function of 
recording all that was taking place 
naturally followed the trend of events 
and clerical workers added their con- 
tribution to the common endeavour 
and the monetary cost structure. 


As labour demanded and obtained 
an increasing share of the national 
wealth this also added not only to 
direct costs of production but to all 
services as well. Quite apart from 


this, these services could not be kept 
stable, they continued to grow in 
keeping with the requirements which 
an improving standard of living and 
the edicts of more socially conscious 
governments were continually mak- 


ing upon industry in general. 


Meeting the Increases in Costs 


To counteract the ever upward 
trend in all costs of production and 
distribution, it became essential to 
consider means whereby savings in 
expenditure could be effected to 
retard the rising tide. 

Efforts were made to obtain some 
form of balanced relationship be- 
tween the elements which constituted 
total price. 


Direct costs and those most closely 
associated with them lent themselves 
best to efforts in this direction and 
it was in the sphere of operational 
methods where the greatest success 
was achieved. Administration and 
distribution proved much more diffi- 
cult problems to resolve as so many 
factors, largely outside the control of 
an undertaking, arose to block efforts 
designed to curtail expenditure. 


Scientific advances made possible 
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more efficient production and 
increased savings in direct costs, but 
the failure to obtain anything like 
equivalent savings in administration 
and distribution had led to a still 
greater dis-equilibrium. 


Factors in Selling Price Make-up 


So we have a position today where 
the basic cost is but a minor propor- 
tion of the elements constituting the 
price which the public is called upon 
to pay. 

The other cost elements which 
make up the selling price, are 
administration, welfare personnel, 
distribution and advertising expendi- 
tures and wholesalers’ and retailers’ 
margins. These costs boost the 
original production cost four to five 
times depending on the product. 

Some two hundred years ago the 
purchaser went to the establishment 
of the local craftsman to obtain what 
he needed at “factory cost”. Today 
after the press, radio and television 
advertising has sufficiently impressed 
us with the merits of a particular 
product we go around the corner to 
the retailer to acquire it at a price 
which must cover all the elements 
mentioned in the preceding para- 


graph. 


What of the Future? 

With the coming of the atomic and 
electronic age, it may be that we will 
see great reductions in the overall 
costs of production. It is to be hoped 
that these developments may serve 
to offset the increasing cost trend in 
administration and distribution. 

There is every indication that 
ample scope will be provided for the 
accountant to exercise his skill and 
knowledge to aid management in its 
efforts to find the real analysis of 
direct and indirect costs. Only by the 
constant policing of the constituent 
elements which go to make the whole 
cost can any measure of effective 
control be exercised on the overhead 
burden which threatens efficient and 
competitive operations. 
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BRANCH ACCOUNTS 


A lecture delivered recently by M. HARRISON, A.A.S.A., A.C.A.A., 
to members of the N.S.W. Division of the Australian 
Accountants’ Students’ Society. 


Preparing the accounts of an 
enterprise consisting of a head office 
and one or more branches usually 
presents some difficulty for candi- 
dates at examinations; examiners 
invariably comment on the poor 
quality of answers submitted. 


Apart from the fact that such 
problems cannot be solved without 
a sound knowledge and understand- 
ing of double entry principles, stu- 
dents are often confused by the 
variety of different methods illus- 
trated by textbooks and instruction 
material. 


Obviously the technique of branch 
accounting adopted by an enterprise 
will be governed by the requirements 
of that particular business and con- 
sequently no standard procedure 
can be established. However, a 
study of the principles through the 
medium of a small number of broad 
methods might be a better prepara- 
tion for examinations than a detailed 
consideration of a wide variety of 
accounting techniques each designed 
to fit a special situation. Once the 
fundamentals are understood clearly, 
development of an accounting method 
to suit the requirements of a particu- 
lar question should not present great 
difficulty. 


The example which follows in- 
volves most of the transactions 
usually introduced into branch prob- 
lems and a discussion of the accom- 
panying solutions should demon- 
strate an application of branch ac- 
counting principles generally. These 
solutions are in ledger form and 
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have been prepared to cover the un- 
dermentioned broad situations :— 


1. Goods supplied by head office 
to the branch and invoiced to 
the branch at cost price 


(a) Assuming the branch 
keeps complete records of 
its transactions and pre- 
pares its own revenue ac- 
counts. 


(b) Assuming the branch 
keeps complete records but 
does not prepare revenue 
accounts. 


Goods supplied by head office 
to the branch and invoiced to 
the branch at selling price. (In 
this example selling price is 
assumed to be cost price plus 


25%.) 


Example 


The business consists of a head 
office and two branches, A and B. 
Accounting information for a trad- 
ing period is:— 


Assets at Branch A at beginning 

of period— 
£ 

Furniture 200 

Stock (at Cost Price) 1,000 

Debtors . suas “waa 500 

Cash 300 
Goods sent to Branch A. by H. oO. ‘(at 

C.P.) . 4,000 
Goods sent by Branch A to H.O. ‘(at 

G.P. 400 


Goods sent a Branch A to Branch 

B (at C.P.) . 100 
Remittances by Branch A to H. O. 1,600 
Cash Sales by Branch A ; . 400 
Credit Sales by Branch A .... 2,600 
Expenses paid for Branch A. by H.O. 50 
Expenses paid by Branch A . 250 
Cash received by Branch A from 

Branch Debtors 





Assets at Branch A 
period— 
Furniture .... 
we (at CP.) 
Debtors . 
Cash 


at end 


Balance Day Adjustments— 
vide for Depreciation of ane 
Furniture oA 
Goods in Transit—H.O. to A . 
Goods in Transit—A to B 
Remittances in Transit—A to H.O. 





Solutions 
1 (a) 


H.0, LEDGER 





Op. Balance .... . 
Goods to Branch . 
Cash—Expenses . 


General P & L (Branch Net Profit) 


General Trading 


Branch A 


Branch A 


Branch A 
Branch B 


Branch A 


Branch A. 
2,000 Goods from Branch 
4,000 Branch B 

50 Cash . 

180 Stock in Transit 
Remittance in Transit 
Balance C/D 


6,230 


Goods to Branch. 
. 4,000 Branch A 


Goods from Branch. 
400 General Trading 


Cash 
1,000 Branch A 


Stock in Transit. 
800 


40 


Remittances in Transit. 
600 





BRANCH LEDGER 





Goods to H.O. as 
Goods to Branch B 


Cash . al 
Balance C/D 


Op. Balance 


Head Office. 


400 Op. Balance ... . 
100 Goods from H.O. 
1,600 Sundry Expenses i. 
3,330 Branch P & L (Net Profit) 


5,430 


Furniture. 
200 


Prov. for Depn. Furniture. 


Op. Balance 
Sales eS 


Op. Balance 
Branch Trading 
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Branch P & L 


Debtors. 


500 eee 
2,600 Balance C/D 


3,100 

Stock. 
1,000 Branch Trading 
1,200 
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Head Office 


Branch Trading 


Branch Trading 


Branch Trading 


Head Office 
Cash 


Branch Stock 
Goods from H.O. 


‘Branch P & L (Gross Profit) 


Sundry Expenses 
Prov. Deprec. Furn. . 
Head Office (Net Profit) 


Op. Balance 
Sales . si 
Sundry Debtors 


Goods from H.O. 
3,200 Branch Trading 


Goods to H.O. 
400 Head Office 


Goods to Branch. 
100 Head Office (See Note *) 


Sales 
3,000 Cash 
Sundry Debtors 


3,000 


Sundry Expenses. 
50 Branch P & L 
250 


300 


Branch Trading. 


1,000 Goods to H.O. 
3,200 Goods to Branch B 
500 Sales ... 
Branch Stock 


4,700 


Branch P & L. 


300 Branch Trading 
20 
180 


500 


Cash. 


300 Head Office 
400 Sundry Expenses 
2,500 Balance C/D 


3,200 


400 
2,600 


3,000 


300 


300 


1,600 
250 
1,350 


3,200 





Solution 
1 (b) 


H.O. LEDGER. 





Op. Balance .... .... 
Goods to Branch 
Cash—Expenses 
Branch Trading 
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Branch A. 
2,000 Goods from Branch 
4,000 Goods to Branch B 
50 Cash , 
Stock in Transit 
Remitt. in Transit 
Branch Trading 
Branch P&L . 
Balance C/D 





Branch A: 
Opening Stock 
Goods to Branch 


Branch A Trading. 
Branch A: 
1,000 Goods from Branch 
8,200 Goods to Branch B 


Branch A—P & L (Gross Profit) . 500 Sales... .... ... 
Closing Stock 


Branch A: 
Sundry Expenses 
Prov. Depn. Furniture 


General P & L (Net Profit) 


4,700 


Branch A P & L. 
Branch A Trading 
300 


20 
180 


500 





Following accounts as per 1 (a)—Goods to Branch, Goods from 
Branch, Cash, Stock in Transit, Remittance in Transit. 


BRANCH LEDGER. 





Goods to H.O. .... . 
Goods to Branch B 
Cash 

Stock .... .... 

Goods from H.O. 
Sundry Expenses 


Provision for Depn. Furn. 


Balance C/D 


Op. Balance 
Head Office 


Head Office 


Head Office 


Head Office 


Head Office 


Head Office 
Cash 


Head Office. 
400 O.P. Balance 
100 Goods from H.O. 
1,600 Sundry Expenses 
1,000 Stock 
3,200 Goods to H.O. 
800 Goods to Branch B 
20 Sales 
3,330 


9,950 


Prov. for Depn. Furniture. 
Head Office 


Stock. 
1,000 Head Office 


1,200 


Goods from H.O. 
3,200 Head Office 


Goods to H.O. 
400 Head Office 


Goods to Branch B. 
100 Head Office 


Sales. 
3,000 Cash 
Sundry Debtors 


3,000 


Sundry Expenses. 
50 Head Office 
250 


300 
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Following accounts as per 1 (a)—Furniture, Debtors, Cash. 
H.0. LEDGER. 


Branch A Stock. 


Op. Balance .... 1,250 Goods from Branch . 500 
Goods to Branch 5,000 Branch Cash (Sales) . 400 
Branch Debtors (Sales) 2,600 
Branch B Stock 125 
Stock in Transit 1,000 
Branch A Stock Adjust. (Apparent 
Shortage) . sate 25 
Balance C/D 1,500 


6,250 6,250 





Branch A Stock Adjustment. 
Goods from Branch Op. Balance 250 
Branch B Stock Adjustment BS Goods to Branch 1,000 
Stock in Transit 
— A Stock (Apparent Short- 
125 


ge) 2 
Paw P&L (Gross Profit) 500 
Balance C/D 800 


1,250 


Branch A P & L. 


Branch A Expenses ™ 800 Branch Stock Adjustment 
Provision Depn. Furniture 20 
General P & L (Net Profit) 180 


500 


Branch A Cash. 
Op. Balance 300 H.O. Cash 1,000 
Branch A Stock 400 Branch A Expenses 250 
Branch Debtors : 2,500 Remittance in Transit 600 
Balance C/D . 1,350 


3,200 3,200 


Following accounts in Head Office ledger substantially as shown in 
head office and branch ledgers 1 (a)—Branch Debtors, Branch Furniture, 
Goods to Branch A, Goods from Branch A, Cash, Branch A Expenses, 
Neen for Depn. Branch A Furniture, Stock in Transit, Remittance 
in Transit. 


BRANCH LEDGER. 
(See Note 7+) 


Extent of records depends on circumstances. 
Assuming records of assets only therefore 


Stock. 
Op. Balance... ... .... .... ex! 1,250 Goods to H.O. . 
from H.O. .... 4,000 Cash (Sales) .... ... 
Debtors (Sales) ... 
Goods to Branch B 
Apparent olga re 
Balance C/D ow 


5,250 
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Debtors | Accounts as per 1 (a). 
Cash j 


Notes re Solutions 


Entries in italics are made at 
balance date. 


Branch B’s ledger is not illus- 
trated. It would be prepared on 
similar lines to Branch A’s ledger. 


It must be appreciated that ques- 
tions could cover different trans- 
actions to those illustrated but the 
ones selected are typical in branch 
accounting. 


Only one “expenses” account is 
used. Several may be necessary. 


Branch Trading account could be 
on to show “Cost of Goods 
old.” 


There seems to be little purpose in 
invoicing goods at a percentage above 
cost other than selling price. In- 
voicing at selling price introduces a 
form of stock control. 


Where goods are invoiced above 
cost there is no purpose in Branch 
preparing revenue accounts as ac- 


tual profit can only be determined 
from Head Office books. 

Where stock is controlled on ap 
imprest basis, goods would be ip. 
voiced to Branch at selling price and 
accounting would be as per method 
2. 


If no recording is made in Head 
Office books until balance date of 
goods sent by Branch A to Branch 
B the entry would be:— 

Dr. Branch B £60. 


» Stock in Transit £40. 
Cr. Branch A £100. 


*Where' transactions between 
branches are numerous it is prefer- 
able to open, e.g. a “Branch B a/c” 
in Branch A’s books. In Head Office 
books, the accounts for branches re- 
present the “investment” by Head 
Office in the branches; when goods, 
cash, are sent from one branch to 
another, the “value” of the invest- 
ment changes. For this reason ac- 
counts for other branches in a 
branch’s books are closed to “Head 
Office A/C” at balance date, and 
corresponding adjusting entries 
made in Head Office books. 





BOOK REVIEW 


Sales Tax Highlights, by H. R. Irving, 
F.A.S.A. 


This booklet introduces the subject by 
stating that “the basic scheme of the nine 
Sales Tax Assessment Acts and the nine 
Sales Tax Rates Acts is simplicity itself”. 
By accepting such an assurance the reader 
is prompted to read on even though the 
trend is to agree more with the remarks 
of Mr. Justice Sir George C. Ligertwood 
that “the complications of the income tax 
law were mild as compared with those of 
the Sales Tax Acts”. 


There can be little argument, however, 
that in a masterly manner the author has 
succeeded in elucidating many of the every- 
day sales tax problems met in commerce, 
and a careful study of the booklet will give 
much practical assistance as well as 
academic knowledge. Mr. Irving is a 
Councillor of the N.S.W. Division, and well- 
known in commercial and _ professional 
circles as an authority on the complex 
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provisions of the Sales Tax Acts, Sales Tax 
Rates Acts and Sales Tax Regulations. 

The amount of information given about 
sales tax in the twenty-eight pages of the 
book is remarkable. The principal points 
discussed are manufacture, manufacturers, 
goods, wholesale merchants, sales and 
deemed sales; whilst valuable information 
as to registration and quotation of certif- 
cate is also added. At all times there has 
been confusion as to the value of goods on 
which tax is payable, whilst the question 
of Sales Tax application where freight and 
insurance are involved is practically a daily 
problem. Mr. Irving throws much useful 
light on all these problems and supports 
his remarks by reference to the multi- 
tudinous decisions of the Courts. This 
booklet covers a subject which is a chal- 
lenge to those engaged in the profession. 
No accountant or executive should be with- 
out it. Copies are obtainable from the 
State Registrar of the Australian Society 
of Accountants, 5 Bligh St., Sydney. (Price 
4/- to members of the Society and 7/6 to 
non-members.) 
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TAXATION 











THE PRIVATE COMPANY AND 
CAPACITY TO CONTROL 


The High Court recently con- 
sidered the question of whether 
a company is “capable of being 
controlled by any means what- 
ever”, by seven or fewer persons. 


In an article by Mr. R. A. Bowra 
which appeared in the taxation sec- 
tion of The Australian Accountant 
in May, 1958, reference was made to 
the High Court decisions in the case 
of W. P. Keighery Pty. Ltd. v. 
Federal Commissioner of Taxation 
7 ALT.R. 107 and Federal Com- 
missioner of Taxation v. Sidney 
Williams (Holdings) Ltd. 7 A.1.T.R. 
126. In both of these cases, con- 
siderable attention was given to the 
sixth test of a private company, as 
set out in Section 105 (1) (f) of the 
Income Tax Assessment Act. This 
sub-section provides, in effect, that 
acompany which is not one in which 
the public is substantially interested, 
and not a subsidiary of a public 
company, and which has survived 
all the preceding tests of a private 
company relating to voting power 
and the ownership of shares, may 
yet be classified as a private com- 
pany for income tax purposes if it 
is a company which is capable of 
being controlled by any means what- 
ever by one person or by persons 
not more than seven in number. 


What does “capable of being con- 
trolled by any means whatever” 


mean? The observations of the 
Court in the two cases mentioned 
above should be of assistance in 
discovering the answer. 
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By D. C. WILKINS, B.COM., A.A.S.A. 


Changes in the Definition. 


It is of interest at this stage to 
compare the present provisions of 
the Act, relating to the definition of 
a private company, with those that 
previously operated. 

In 1936, Section 103 defined a 
private company as one which was 
under the control of not more than 
seven persons, and which was not 
a company in which the public are 
substantially interested or a_ sub- 
sidiary of a public company. The 
section went on to say that a com- 
pany should be deemed to be under 
the control of any persons where 
the major portion of the voting 
power or the majority of the shares 
was held by those persons or by 
those persons and their nominees, 
or where the control was, by any 
other means whatever, in the hands 
of those persons. 

The 1936 definition did not work 
satisfactorily. It will be observed, 
however, that control by a group of 
seven or less persons was an essen- 
tial feature, and the control thus 
exercised was actual control. 

In 1948 and 1951, the definition 
clauses were amended. In effect, they 
provided that a company would be 
classified as “private” if: 

(a) all the issued shares were held by 
twenty or less persons, or 
(b) seven or less persons were capable of 
exercising more than half of the 
voting power, or 
(c) seven or less persons, together with 
their relatives and nominees, held 
three-quarters or more of the voting 
ower. 
ese tests did not remain un- 
disturbed for long. In 1952 Division 
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7 of the Act in its entirety was 
repealed, and the present Division 
7 enacted, which included a further 
extension of the tests which had to 
be survived by a company if it was 
to avoid being classified as a “pri- 
vate” company for tax purposes. 


There are now six tests. In 
general terms they provide that a 
company is “private” (except when 
it is one in which the public is sub- 
stantially interested or a subsidiary 
of a public company) if it falls with- 
in one or more of the following 
categories : 


(i) All the issued shares are held by 
twenty or less persons. 

(ii) seven or less persons (including their 
nominees) are capable of exercising 
more than half of the voting power. 

(iii) seven or less persons (including 
their nominees) hold more than 
half the paid up capital (apart from 
shares bearing a fixed rate of divi- 
dend only). 

(iv) seven or less persons (including 
their relatives and nominees) are 
capable of exercising three quarters 
or more of the voting power. 

(v) seven or less persons (including 
relatives and nominees) hold three 
quarters or more of the paid up 
capital (apart from fixed rate divi- 
dend shares). 

(vi) seven or less persons are capable of 
controlling the company by any 
means whatever. 


It will be noticed that control is 
mentioned only in the last test 
(Section 105 (1) (f)), and in this 
instance it is the capacity to control 
which is important. 


Control by Any Means Whatever. 


The words “by any means what- 
ever” are governed by the word 
“control”. In seeking to determine 
what this test implies, therefore, it 
is necessary to arrive at a conclusion 
as to what actually is “control” in 
relation to a company. 


In the Keighery case (above) 
Dixon C. J., Kitto and Taylor, J. J. 
said: “The controlling authority of 
a company is its general meeting 
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and accordingly it has always been 
recognised . . . that the only way in 
which a company can be controlled, 
in the relevant sense of the word, 
is by carrying of a resolution at a 
general meeting. . . . It must be 
recognised that it is the capability, 
not the control, which must exist 
on the last day of the year of 
income. But to describe a company 
as capable of being controlled by a 
person or group of persons is to 
attribute to that person or group a 
presently existing power of control, 
. .. The natural sense of the expres- 
sion (‘capable of being controlled’) 
is that of possessing, as a present 
attribute, a liability to be controlled. 
And a liability to be controlled by 
one person or not more than seven 
persons involves either that there is 
one person who holds, or who has 
a right to command, the major 
portion of the existing voting power, 
or that there are several persons, 
not more than seven in number, 
whether they form an existing group 
or not, who between them hold or 
can command a major portion of the 
existing voting power”. 


The two major shareholders in 
the Keighery case were capable of 
controlling the voting power in cer- 
tain eventualities, but it was con- 
sidered that this did not mean that 
on the last day of the year of income 
the company was capable of being 
controlled by them. 


By the way of further emphasis 
to the principle enunciated by the 
Court in the Keighery case, Williams 
J. in the Sidney Williams case 
(above) said: “If it cannot be said 
of a company on the last day of the 
year of income that seven persons 
(or fewer) are presently able to 
control the company, in the sense of 
securing the passing of a resolution 
at a general meeting, the company 
cannot be described as capable on 
that day of being controlled by one 
person or by persons not more than 
seven in number. If a_ sufficiently 
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small number of persons then have 
the means (as they presumably did 
in the Sidney Williams case) where- 
by they may obtain in the future an 
ability to secure the passing of a 
resolution at a general meeting, all 
that can be said of the company as 
at that day is that it is capable of 
being thereafter made controllable 
by those persons.” 


It is clear therefore that “capable 
of being controlled” as interpreted 
by the Court in these two cases 
means that the requisite small 
number of shareholders possess an 
immediately exercisable right to 
control the company by securing the 


passing of a resolution in general 
meeting. Once this capacity to con- 
trol is determined, the words “by 
any means whatever” appear only 
to relate to the manner, or the cir- 
cumstances, in which this legal right 
to control is brought into existence. 
It should follow therefore, that if 
less than seven persons have the 
right exercisable on the last day of 
the year of income so to re-arrange 
the voting power that the major por- 
tion of that voting power could be 
exercised by them on that day, the 
company is “capable of being con- 
trolled by any means whatever” by 
those persons, as required by Sec- 
tion 105 (1) (f). 





NOTES ON SELECTED TAX CASES 


ESTATE FULLY ADMINISTERED 


The High Court held that the 
beneficiary of a deceased estate 
was not liable to pay income tax 
arising from assessments issued 
to the executors. 


Sections 216 and 217 of the Income 
Tax Assesment Act provide for the 
assessment of income tax against 
the trustee of the estate of a deceased 
taxpayer. If the taxpayer has not 
lodged accurate returns of income, 
the Commissioner can require the 
trustee to furnish such returns, and 
if tax has not been assessed and paid 
on income earned up to the date of 
death, the trustee is liable to pay the 
tax which would have been payable 
by the taxpayer if he were still 
living. 

It will be observed that the powers 
80 conferred upon the Commissioner 
to recover unpaid tax on income 
derived by a taxpayer before his 
death can be exercised against the 
trustee of the estate. 

The Full High Court, in the case 
of Deputy Commissioner of Tazxa- 
tion for New South Wales of the 
Commonwealth of Australia  v. 
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Brown 31 A.L.J. 939 discussed the 
operation of Section 216 and 217 in 
relation to an estate which had been 
fully administered. 


Assessments had been issued to the 
executors of the estate of a taxpayer 
who had died without making “full 
complete and accurate” income tax 
returns. The assets of the estate had, 
however, been completely distributed 
by the executor in accordance with 
taxpayer’s will before the assess- 
ments were issued, and before any 
notice of intention to issue them had 
been given to the executor. No assets 
remained in the hands of the 
executor and the executor had no 
interest in objecting or appealing in 
relation to the substance of the 
liability or its amount. 


If the assessment notices had been 
issued to the trustees before the 
distribution of the estate, their duties 
as such would have extended to satis- 
fying themselves that the tax 
assessed was correct, and exercising 
their rights of objection and appeal 
if they were dissatisfied. But in the 
circumstances the executor was no 
longer concerned, and the Commis- 





sioner could take no action against 
him to recover the tax, because the 
liability consisted of a debt owing by 
the estate, and no estate assets on 
which the debt could be fastened 
remained with the executor. 


The Commissioner then sought to 
recover the tax assessed from the 
beneficiary of the estate, to whom 
the deceased taxpayer’s assets had 
been distributed, taking the view 
that the beneficiary had received 
from the executors sufficient funds to 
cover the tax liability. The claim 
before the Court thus consisted of a 
suit brought by the Deputy Com- 
missioner against the beneficiary for 
the payment of the tax assessed 
against the executors. 


The Court held, by majority, that 
the Commissioner had no right under 
the Income Tax Assessment Act to 
recover unpaid taxes from the bene- 
ficiaries of the estate of a deceased 
taxpayer. Further, it was held that 
the Commissioner had no equitable 
right against the beneficiary, that he 
cannot follow the assets which would 
have been charged with the debt for 
the unpaid tax if they had still 
remained in the hands of the 
trustees. 


It was mentioned that the whole 
scheme of the Income Tax Assess- 
ment Act is to confine the liability to 
tax to persons who can be assessed 
under the Act and who are entitled to 
remedies of objection or appeal. 
Williams J. said: “The liability of 
any person to pay a debt for unpaid 
income tax is conditional upon the 
right of the Commissioner to assess 
that person and upon the correlative 
right of that person to appeal against 
the assessment”. That the bene- 
ficiary, in the present case, could not 
do. No assessment had been issued 
against her, but against the trustees, 
and therefore it was not open to her 
to exercise any right of objection or 
appeal. 

McTiernan, J. said: “I see no 
warrant in the provisions of the Act 
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for calling in aid the equitable do. 
trines of the Court of Chancery 
which are relied upon in order ty 
supply remedies for the recovery of 
tax which are not provided exp 
or by implication in the Act”. 


Accordingly, it was held that there 
was no liability imposed upon the 
beneficiary, to whom the deceased 
taxpayer’s assets had been distri- 
buted, to pay tax assessed on income 
which the Commissioner stated had 
been derived by the taxpayer prior 
to his death. ~ 


PAYMENT IN LIEU OF LEAVE. 


The Board of Review decided 
that a payment in lieu of long 
service leave, made ten months 
before retirement, was assess- 
able in full under Section 26(e) 
? the Income Tax Assessment 

ct. 


Numerous cases have been con- 
cerned with Section 26(d) of the 
Income Tax Assessment Act which 
provides for the charging of tax on 
five per cent only of a lump sum 
retiring allowance. In some circum- 
stances, the benefit which may be 
expected to be enjoyed by the tax- 
payer by the application of the sub- 
section does not eventuate, due per- 
haps to an unintended and unfor- 
tunate sequence of events. Such a 
situation is the subject of 7 C.T.B.R. 
(N.S.) Case 17. 


The taxpayer was the town clerk 
of a suburban municipality. He was 
entitled to six months’ long service 
leave after twenty years’ service, and 
thereafter 64 weeks’ leave on the 
completion of each additional five 
years’ service, provided that n0 
further leave accrued after he 
reached the age of 65 years. 


Soon after his sixty-fifth birthday, 
which occurred on 16 May, 1955, the 
council paid him £1,100 in lieu of 
long service leave, but asked him to 
carry on until his successor was 
appointed. Retirement took place in 
March, 1956. 
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The Board held that the amount of 
$1,100 was not paid in consequence 
of the termination of any office or 
employment, but that, as it was a 
payment made to the taxpayer in 
relation to the services rendered by 
him, Section 26(e) should apply to 
tax the amount in full. 


Had he resisted the Council’s appeal 
to continue in its service, and actually 
retired on his sixty-fifth birthday, 
the payment in lieu of leave would 
presumably have met a different and 
more acceptable fate. The case points 
up the need, therefore, to watch one’s 
step in this regard when retirement 
is imminent. 


OVERSEAS TRAVELLING 
EXPENSES 


When a private company sent its 
managing director abroad, and 
he was accompanied by his wife, 
one-fifth of the expenses of the 
wife were allowed under section 
51 of the Income Tax Assess- 
ment Act. 


The managing director of a private 
company was the head of a family 
which held a controlling interest in 
the company. In 1954 he went 
abroad on the business of the com- 
pany, and was accompanied by his 
wife, who was neither a director nor 
an employee of the company. 


The directors resolved that the 
company should bear the expenses 
of the managing director’s trip over- 
seas. Although no mention was made 
in that resolution or in any other 
directors’ resolution that his wife 
should accompany him, the company 
did in fact pay the travelling 
expenses of both the managing direc- 
tor and his wife, after allowing for 
an admitted amount of personal 
expenditure. 


The Commissioner of Taxation 
allowed one-half of the fares and 
other expenses incurred in the year 


The Australian Accountant, July, 1958 


to 30 June, 1954, and although no 
specific indication was given as to 
the basis of the allowance, the Board 
of Review assumed that the wife’s 
proportion had been disallowed. 


At the hearing, evidence was given 
that the managing director would 
not have travelled abroad without his 
wife, owing to his state of health, 
and that the directors considered it 
was essential, in order that the com- 
pany might obtain the maximum 
benefit from the trip, for an execu- 
tive travelling abroad to have his 
wife accompanying him. The Board 
was of the opinion, however, that 
although the company’s present 
policy might be as stated in the 
evidence, it was not convinced that 
such was the case when the managing 
director and his wife went abroad 
in 1954. 


Mr. Antcliff, Board member, 
expressed the view that “if in any 
given case it could be established 
beyond doubt that a director or any 
other person would not proceed over- 
seas on the company’s business unless 
accompanied by his wife and that the 
expenses of the trip were to be paid 
by the company, then different con- 
siderations might arise’. 


It was decided, in the present case, 
that in addition to the one-half of 
the total expenditure allowed by the 
Commissioner, one-fifth of what was 
assumed to be the wife’s expenses 
should also be allowed. This addi- 
tional amount was regarded as 
expenditure incurred in gaining or 
producing the company’s assessable 
income, in view of the work which 
it was stated the wife performed 
while overseas, viz., general secre- 
tarial duties, the compilation of 
records of business activities and 
interviews, and assistance in obtain- 
ing technical staff. 


The decision is reported in 7 
C.T.B.R. (N.S.) Case 7. 
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CURRENT PROBLEMS DISCUSSED 
IN OVERSEAS JOURNALS 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne, 


Accounting Principles 

Two articles in The Journal of 
Accountancy, January, are directed 
towards the consideration of gener- 
ally accepted accounting principles 
within the context of American pro- 
fessional practice. In one, George O. 
May, “Generally Accepted Account- 
ing Principles,” calls for continuous 
research at a high level on the ever- 
changing concepts in accounting to 
keep pace with financial and techno- 
logical developments. In the other, 


Alvin R. Jennings, “Challenges in 
Financial Reporting,” puts forward 
a proposal that a new research group 
be set up to examine basic accounting 
assumptions and develop authorita- 


tive statements for the guidance of 
industry and the profession. 


Accounting Records 


G. J. Wassenar writes in The 
Accountants’ Journal, N.Z., January, 
pointing out several methods of 
improving accounting routines by 
producing several records at once by 
means of carbons, an imitation of the 
methods applied in machine account- 
ing. 


Budgeting and Cost Control 


The following case studies appear 
in the January issue of the N.A.A. 
Bulletin: W. W. Bowen, “Accounting 
for a Travel Promotion,” describes 
the planning and accounting for a 
sales competition with free vacation 
trips as prizes. W. W. Wright illus- 
trates his account of “Cost Reports 
for Departmental Cost Control” with 
many detailed specimen reports. A 
wealth of exhibits is also a feature 
of H. T. McAnly’s article “Bringing 
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the Budget to Bear on Operations.” 
D. J. Lucas describes the “Ap»lica- 
tion of Cost Accounting in a Govern. 
ment Department,” with particular 
reference to workload measurement 
and performance reports in the US. 
Post Office. R. E. Larsen, “Organis- 
ing Around the Profit Motive,” des. 
cribes the efforts of one company to 
push profit responsibility as far down 
in the organisation as possible. 


The Accountant, January 4, con-. 


tains an article on “Cost Control in 
the Factory”, by B. H. Dyson, in 
which the writer draws on the 
experience of his organisation in dis- 
cussing cost control under the head- 
ings of manufacturing administra- 
tion, designing for production, 
material utilisation and production 
engineering. He emphasises the 
importance of environment and team 
work in promoting improvements in 
performance. 


Capital Management 

“The Use of Management Yard- 
sticks for Capital Expenditure 
Decisions” is the subject of an article 
by Edward G. Koch in the January 
issue of The Controller. He points 
out that the cash recovery method, 
which is really a liquidity concept, is 
still widely used but that, in larger 
firms, the emphasis has shifted to 
return-on-investment as a measure 
of divisional efficiency and as a guide 
for capital expenditure. 


Control Accounting 
“Decentralized Operations — A 
Control Program,” by William L. 
Strong, appears in the January issue 
of The Controller. It relates the 
experience of a firm which provides 
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technical and other services to the 
oil-drilling industry. The operations 
are of an independent nature and call 
for costly equipment located over a 
wide geographical area. The com- 
pany gave station managers full res- 
ponsibility for their stations, basing 
incentive payments and station con- 
trol on (1) contribution profit as 
compared with budget, and (2) total 
profit expressed as a return on assets 
invested in the branch. 


Idle Capacity Cost 


N. Churchill takes “Another Look 
at Accounting for Idle Capacity” in 
the N.A.A. Bulletin, January. He 
reviews the causes of idle capacity, 
methods of calculating idle capacity 
cost, and the reasons for segregating 
’ it. 


Inventory Control 


V. A. Rutherford, in the N.A.A. 
Bulletin, January, describes ways of 
“Computing Protective Stock by 
Statistical Methods.” A _ substantial 
portion of the contents of every 
warehouse consists of stock held 
principally to cope with variability 
in sales. This article shows how a 
measure of sales variability may be 
calculated and used to set inventory 
standards. 


Machine Accounting 


A contributor to The Accountant, 
January 11, writes on “Machine 
Accounting and Computer Develop- 
ment in Russia.” The production of 
modern business machines has a 
high priority in the Soviet Union, 
and, with output of business 
machines in process of quadruple 
expansion in five years, industrial 
managers in Russia are experiencing 
the many problems generated in a 
fast-growing branch of industry. 
The Russian calculating machine 
industry, now more than a quarter 
of a century old, produces a wide 
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range of standard calculating 
machines for business offices, but, 
while high-speed electronic com- 


puters are in increasing use in other 
directions, the production of the first 
computers specifically designed for 
accounting purposes is not planned 
to take place until 1960. 


Office Management 


The preparation of procedure 
manuals is described by E. Mezner 
in the N.A.A. Bulletin, January. 


Price-Level Changes 


In the N.A.A. Bulletin, January, 
M. Peloubet outlines “A Practical 
Method for Applying Current-Value 
Depreciation.” He makes it clear, 
however, that his method has been 
designed for taxation purposes, to 
provide tax-free dollars for re- 
investment as and when these are 
needed. It is not an accounting 
method for distributing the current- 
value depreciation over the years to 
which it applies. 


Public Accounting 


In the January issue of The 
Accountants’ Journal, N.Z., an 
account is given of the results of a 
survey made by the New Zealand 
Society into several aspects of the 
practice of public accounting in the 
country. The results are discussed 
under several headings, such as the 
scale of fees and reasons why scale 
fees may not be recovered, size of 
firms, overhead costs, recording of 
time spent, etc. 


Published Accounts 


Company accountants and secre- 
taries would be well advised to read 
“Company Accounts—Quo Vadis?’”, 
the inaugural address given by D. S. 
Anderson, Professor of Accounting 
and Business Method at the Univer- 
sity of Edinburgh. This address is 
reported at length in The Account- 
ants’ Magazine, January. 
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As he admits, few of Professor 
Anderson’s suggestions are original 
but his address does represent a 
concise summary of modern think- 
ing on company accounts, with par- 
ticular emphasis on the balance sheet. 
One of his most challenging thoughts 
is whether the prescription of pub- 
lished accounts by statute represents 
a brake on progress and whether 
greater freedom and a more general 
schedule would lead to speedier and 
far-reaching improvement in pub- 
lished accounts. 


In the January issue of Account- 
ing Review, George J. Staubus makes 
some comments on Accounting and 
Reporting Standards for Corporate 
Financial Statements, the text of 
which appeared in the October, 1957, 
issue of the same journal. He com- 
mends the latest statement as an 
improvement on its predecessor but 
also criticises certain points which, 
in his view, require further elabora- 
.tion. 


An article by Charles T. Horngren 
on the subject of “Disclosure” 


appears in the January issue of 
Accounting Review. He draws atten- 
tion to particular items in account- 
ing reports with which analysts have 
difficulty due to relevant details not 


being disclosed. “Specific trouble- 
some areas of disclosure include 
lack of information concerning sales 
breakdowns, leases, research, depre- 
ciation, foreign operations, capital 
expenditures, funds statements and 
inventory presentations’. 


In an article entitled “Enterprise 
Theory and Corporate Balance 
Sheets” in the January issue of 
Accounting Review, Waino W. Suo- 
janen examines statistics prepared 
from American company balance 
sheets. He illustrates a tendency 
which has developed over recent 
years for industrial corporations to 
rely increasingly on internal sources 
for both long and short term capital. 
The liquidity resulting from reten- 
tion of profits, he says, goes a long 
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way towards explaining the post-war 
merger movement. 


Standard Costing 

F. D. Robinson, “Standard Cost 
Accounting for Custom Built Pro 
ducts”, Cost and Management, 
January, describes how a standard 
cost accounting system was success- 
fully substituted for a job order 
cost system in the manufacture of 
custom-built products. 


Statistical Techniques 

“Learning curve” or “experience 
curve” is the name given to the graph 
which relates cumulative average 
labour hours per unit of a particular 
product to the cumulative number of 
units produced. In the N.A.A. Bulle- 
tin, January, R. B. Jordan shows 
“How to Use the Learning Curve” 
for setting prices, estimating labour 
loads, and so on. 


Terminology 

The words “Income”, “Profits”, 
“Gains” and “Revenues” are exam- 
ined in an article by Kenneth S. Most 
in The Accountant, 25 January, in 
which the writer draws a distinction 
between “income” and “profits”, the 
former denoting personal income, 
whether of individuals, partnerships 
or corporations, and whether busi- 
ness profits or non-trading receipts, 
the latter being used for all net busi- 
ness income. The word “Gains” is 
rejected as an unnecessary abstrac- 
tion, but “revenues” is regarded as 
useful in describing the collectivity 
of items on the credit side of the 
profit and loss account. 


Plant Location 

A case study in the February issue 
of The Controller—“Planning New 
Plant Location and Construction”, 
by Robert A. Fratus—discusses the 
factors which led to the decision of 
Kayser Aluminum to establish 4 
new plant and the steps involved in 
selecting the site. 
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Australia’s First Cost Accountants’ Convention 


AN UNQUALIFIED SUCCESS 


HE Victorian Division of the Aus- 

tralasian Institute of Cost Ac- 
countants held a two-day Convention 
at the Australian Administrative 
Staff College, Mt. Eliza, Victoria, 
from 11 to 13 June. 


The Convention marked an im- 
portant milestone in the history of 
cost and management accounting in 
Australia, as it was the first resident 
conference ever held by the Cost In- 
stitute in Australia. Its outstanding 
success is a tribute to the Victorian 
Council of the Australasian Institute 
of Cost Accountants and, in parti- 
cular, to the hard-working Conven- 
tion committee. 


The importance of the occasion 
in Melbourne’s business world was 
indicated by the excellent publicity 
afforded the Convention by Mel- 
bourne daily newspapers. 


The Convention was officially 
opened at the dinner on Wednesday, 
11 June, by the Hon. H. R. Petty, 
M.L.A., Minister for Housing, repre- 
senting the Premier of Victoria. The 
official guests included: 


Sir Alexander Fitzgerald, O.B.E., First 
Gordon L. Wood Professor of Accounting; 
Messrs. F. W. Rogan, Town Clerk, City of 
Melbourne; M. V. Anderson, Victorian pre- 
sident, Chartered Institute of Secretaries; 
Professor L. Goldberg, Gordon L. Wood 
Professor of Accounting; Messrs. M. C. 
Hare, commercial editor, “Herald”; John 
Holland, managing director, John Holland 
(Holdings) Ltd.; G. Noall, chairman, Stock 
Exchange of Melbourne; E. A. Peverill, 
president, Victorian Division, Australian 
Society of Accountants; and V. G. Pulford, 
eesident, Commerce Graduates’ Associa- 
ion. 


Following the dinner Sir Alexander 
Fitzgerald spoke on the subject 
“How Far Have We Come and Where 
Are We Going?” Sir Alexander’s 
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address covered many controversial 
matters and his critical appraisal of 
cost accounting aroused keen inter- 
est. Some extracts from his speech 
follow: 


“A broadening of the base of edu- 
cation for the accounting profession 
is needed. .. . Although cost account- 
ing has made good technical progress 
in the last fifty years, there is little 
reason for it to be satisfied with the 
present status of the individual cost 
accountant, or with the standing of 
the profession in the community. 
Accountants have been far too pre- 
occupied with techniques. They 
have failed to develop capacities to 
analyse, interpret and communicate 
the results of their work to manage- 
ment. Until they think in manage- 
ment terms, they cannot expect 
management to admit them as full 
members of the management team. 
Accountants’ contributions to the 
analysis of cost structure of primary 
industries, or to the application of 
managerial accounting to _ public 
undertakings had been disappointing 
and meagre. Educational and ex- 
amination systems, rather than lack 
of technical competence, form the 
basic cause of these failures. Future 
progress in the profession depends 
on the rapidity with which it can 
orient itself, its systems of educa- 
tion and training to improve ability 
in five main ways: 


1. To identify the interests of ac- 
counting with the interests of 
management. 


2.To reject outmoded concepts, 
techniques, terminology and 
mental attitudes which impair 
the quality of accountant’s ser- 
vice to industry. 
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3. To report in significant and use- 
ful terms. 


4.To learn to live with fellow 
workers in industry at all levels 
of management. 


.To initiate and carry through 
programmes of research into 
the fundamentals of accounting 
as an essential element in man- 
agement processes.” 


During question time following 
his speech, many questions were put 
to Sir Alexander, including one in 
which he was asked whether he had 
read in the report of General Coun- 
cil that the Institute proposed re- 
search into eight technical subjects, 
for example, operations research, 
cost reduction, electronic data pro- 
cessing. He replied that this ques- 
tion illustrated his point, that these 
topics showed more of an obsession 
with techniques rather than the 
broader basis of accountancy that he 
visualised. 


Although the Convention was 
planned for an attendance of 50, the 
number of applications led the com- 
mittee to increase the total to 65. 
These delegates, representing some 
60 firms, institutions, etc., provided 
an excellent cross-section of the com- 
munity. 


Convention in Action 


For the business of the Conven- 
tion five syndicates of thirteen were 
formed, each syndicate being under 
the chairmanship of an office-bearer 
of the Institute. 


The general pattern of the pro- 
gramme was that the lecturer spoke 
for 45 minutes. After this the dele- 
gates retired to individual syndicate 
rooms for a 35-minute discussion of 
the relevant topic. The groups re- 
turned to the main lecture hall and 
a member of each of the five syndi- 
cates presented a report on their de- 
liberations. As six separate lectures 
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were delivered during the Conven- 
tion, a total of 30 delegates spoke, 
each for four minutes, on particular 
subjects. This high degree of par- 
ticipation was a feature of the Con. 
vention and all those attending 
gained great benefit from it. 


The first day of the Convention 
was devoted to an examination of 
“Pricing Policies”, and included a 
general investigation as to the effect 
of cost upon price establishment. To 
a marked degree delegates from a 
wide variety of industries pointed 
out that cost had less and less effect 
upon their selling prices in the face 
of constantly increasing competition. 
The following list of lecturers and 
their subjects show the wide field 
covered in this survey: 


Mr. L. Rowe, secretary, Robert Young 
Pty. Ltd—*“The Relationship of Sell- 
ing Prices to Standard Costs”. 


Mr. A. B. Hunt, secretary, John Holland 
& Co. Pty. Ltd.—*“The Difficulties As- 
sociated with Maintaining Fixed Sell- 
ing Prices in the Face of Fluctuating 
Costs”. 

Mr. B. C. Cornell, managing director, 
British Nylon Spinners Pty. Ltd— 
“Determining Profit Margins in Rela- 
tion to the Market”. 

Mr. E. E. Dunshea, general secretary 
and finance director, Dunlop Rubber 
Co. Ltd.—“Determining Profit Margins 
in Relation to the Calculated Require- 
ments of Capital Invested”. 


The second day was devoted toa 
study of the cost accountant’s place 
in management. The first speaker, 
Mr. V. L. Gole, company secretary, 
pointed out the scope for cost ac 
countancy in management and the 
use to which the study could be put. 

By contrast the second speaker, 
Mr. D. A. Campbell, secretary, Inter- 
national Harvester Co. Pty. Ltd., was 
firmly convinced that the accoul- 
tant’s approach to his position m 
management tended to be smug and 
complacent. His position in the 
management team was as good as he 
personally could make it and cer- 
tainly left no place for the arrogant 
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“holier than thou” attitude adopted 
by many accountants. It was a most 
provoking lecture and certainly a 
challenging note on which to end, as 
there has been noticed a tendency for 
accountants and cost accountants to 
become complacent in regard to their 
place in management. 


Monday afternoon was taken up by 
a case study by executives of the 
General Motors-Holdens Ltd. organi- 
sation on the methods used in plan- 
ning and developing G.M.H. capital 
expenditure projects. It was a most 
useful and interesting discussion. 


On Thursday evening Professor 
R. I. Downing, Ritchie Research 
Professor of Economics at the Uni- 
versity of Melbourne, spoke on the 
subject “Business Implications of 
Current Economic Trends”. This 
address was of great interest to all 
delegates. Several thoughts ex- 
pressed evoked animated discussion 
among delegates and extracts from 
the speech were featured in Mel- 
bourne newspapers. 


Delegates were unanimous in their 
praise for the organisation of the 
Convention, the comfort and services 
provided at the Staff College, and 
the friendly atmosphere which pre- 
vailed throughout the Convention. 


It is hoped that arrangements can 
be made for a precis of the technical 
papers and discussions to be pub- 
lished shortly in the Institute’s Cost 
Bulletin. 


The Convention did much to 
advance cost and management ac- 
counting in Victoria and to promote 
a better understanding by the busi- 
ness community of the value of cost 
techniques in solving management 
problems. 


The success of the Convention has 
encouraged those responsible to pro- 
pose that it be made an annual 
feature of the Institute’s activities, 
in which case it is proposed to hold 
next year’s Convention in May. 
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Register of Members 


Listing the names of members of 
the Australian Society of Accoun- 
tants who have been advanced re- 
cently in status with the names of 
new members and those whose names 
for various reasons have been re- 
moved from the registers. 


VICTORIA 


Provisional Associates: Hyder, J. L.; 
Wong, S. P. 

Associates: Coleman, W. A.; Daniel, K. E.; 
+ R.; MacDougall, C. F; McLean, 

Advanced to Associate: Ambrose, H. C.; 


White, A. S. 
NEW SOUTH WALES 
sy 4 reeds : 


Elmslie, A. R.; 
Small, 

Pm or Bo O'Hara, P. L. (Mrs.); Quin- 
lan, J. J.; Stevens, W. A. 

Advanced to Associate: Bush, G. T.; 
Stevenson, K. J. 
Removed {ree Register: Muir, W. 


Reid, J. ; Slater, A. E. (all aeasckiat? 


QUEENSLAND 
Associates: Coutts, D. J.; Murphy, C. T.; 
Wheeler, M. E. 
Advanced to Fellow: Dahl, N. G. 
Removed from Register: Clayton, W 
Greenfield, R. D.; Mahony, H. F. Gi 
deceased). 


WEST AUSTRALIA 
Associate: Anderson, J. M. W. 


SOUTH AUSTRALIA 


Associates: Branson, K. G.; Browning, G. 


D. 
ee to Fellow: Farrell, E. W.; Knox, 


Removed from Register: ill J. H.; 
Thomas, G. H.; Western, . (all de- 
ceased). 


TASMANIA 


Advanced to Associate: Hey, W. J. 
re a Register: McCrae, D.; Wil- 
son, P. (resigned). 


OVERSEAS 
Advanced to Fellow: Drysdale, W. J. 





NEWS AND NOTES 


Australian Society of 
Accountants 


SOUTH AUSTRALIA 


Presentation of Certificates 


In conjunction with the Australasian 
Institute of Cost Accountants, the Divi- 
sional Council on 22 May held the half- 
yearly ceremony for presentation of certi- 
ficates to members recently admitted and 
advanced in status. The ceremony was 
held at the Burnside Town Hall, and mem- 
bers, who were accompanied by their wives 
and friends, were welcomed by the State 
President of the Society, Mr. C. L. Har- 
grave, and the State Vice-President of the 
Cost Institute, Mr. F. R. Harris. 


Films were shown by courtesy of the 
Vacuum Oil Company Pty. Ltd., and a most 
enjoyable evening concluded with supper. 


Luncheon Meeting 


A new feature of the activities pro- 
gramme for the South Australian Division, 
a members’ luncheon, was inaugurated on 
Monday, 26 May. The excellent response 
from members proved that this type of ac- 
tivity is as popular in this Division as in 
other States, and the Divisional Council 
will therefore arrange further luncheon 
meetings. It is regretted that so many 
members were unable to obtain tickets, but 
the 100 available were allotted within two 
days. The luncheon was held at Balfour’s 
Cafe, and the guest speaker was Mr. Reg. 
Sprigg, managing director of Geo-Surveys 
of Australia Ltd., who spoke on “Progress 
with Oil Search in Australia”. 


Annual Golf Match 


The annual golf match with the South 
Australian branch of the Institute of Char- 
tered Accountants in Australia was held 
at the Grange Golf Club on 10 June. 


A Stableford competition was arranged, 
and a teams’ match was run in conjunction 
with the competition. The teams’ match 
was won by the Society’s representatives 
and individual trophies were presented to 
the following members:—Best Eighteen: 
L. M. Marsh, 40 points; Best First Nine: 
L. P. Skinner, 21 points; Best Second 
Nine: E. M. Garrett, 19 points. 


The trophies were presented by Mr. 
K. L. Milne, State Vice-President of the 
Institute of Chartered Accountants in Aus- 
tralia, who was supported by the State 
President of the Society, Mr. C. L. Har- 
grave. 
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Personal 

At the General Council meeting held in 
Sydney in May, this Division was repre- 
sented by its General Councillors, Messrs, 
L. A. Braddock and G. F. George. 

Mr. L. H. Duncan, Vice-President of the 
South Australian Division, attended a 
meeting of the Taxpayers’ Association of 
Australia held at Brisbane in May. 

Mr. B. A. Howie has been appointed to 
the casual vacancy on the South Australian 
Divisional Council caused by the resigna- 
tion of Mr. R. E. B. Love. 


UPPER MURRAY BRANCH 


A successful meeting of members of the 
Upper Murray Branch was held at the 
Berri Hotel on 30 May, when Messrs. R. M. 
Simes, C. B. Newland, and J. H. Wright 
spoke on the different phases of the prob- 
lem of financing the dried fruit industry. 

Advice has been received from the honor- 
ary secretary of the branch that the next 
meeting will be held in August. 


TASMANIA 


Election of Office-Bearers 

Office-bearers of the Tasmanian Division 
of the Australian Society of Accountants 
for the current year comprise the follow- 


ing:— 

President: J. G. Cooper; vice-president: 
A. H. Brady; immediate past president: 
Quenton McDougall; hon. treasurer: R. 
Woolley. 

Office-bearers of the Northern Branch 
comprise :— 

Chairman: L. R. Wastell; 
man: G. G. C. Woolley. 


Personal 

Messrs. D. J. Clark, F.A.S.A., D. D. Wil- 
lis, A.A.S.A., R. G. Tallboys, A.A.S.A. 
(Prov.) have been elected aldermen of the 
Hobart City Council. 

Mr. E. J. Morey, A.A.S.A., has been ap- 
pointed accountant of the Public Works 
Department, Hobart. 

Mr. G. C. Osborne, A.A.S.A., has been 
appointed accountant of the Police Depart- 
ment, Hobart. 


Luncheon Meeting 

A well-attended luncheon meeting of 
members and students was held in Hobart 
on 2 May. Prof. K. §. Isles, Vice-Chan- 
cellor of the University of Tasmania, gave 
an interesting address on “Accounting a8 
a University Study”. 


1958 Lectures 

The series of lectures arranged by S 
Division for 1958 has commenced. On 9 
June, the subject, “What Accountants 
Should Know About Insurance”, was pre- 
sented by three representatives of The 
Fire and Accident Underwriters Associa- 


deputy-chair- 
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ton, Messrs. A. Tanner, A.A.L.I., R. Sangs- 
tr and R. Webb. On 23 June, Mr. J. V. 

F.A.S.A., presented a paper entitled 
“Private Company Taxation”. 

The lectures have drawn an enthusiastic 
response from members and students, and 
thre good attendances marked the two 
meetings reported above. Discussion was 
informative and well-sustained. 

The remaining three lectures in the series 
will be presented at meetings on 7 and 
21 July and 4 August. 


NEW SOUTH WALES. 


Personal 

Mr. D. I. B. Siepen, A.A.S.A. (Prov.), is 
now practising as a public accountant and 
chartered secretary at 134 Victoria Road, 
Drummoyne, N.S.W. 

Mr. F. G. Travis, A.A.S.A., advises that 
be is now practising at 12 Castlereagh 
Street, Sydney. His telephone number re- 
mains unchanged, BW 1525. 

Messrs. E. P. M. Sheedy and Son advise 
that the firm is now practising at A.N.Z. 
Bank Chambers, 31 Hunter Street, Syd- 
ney. Telephone: BW 5027. 

Mr. D. Bannister Wilkie, A.A.S.A., ad- 
vises that he is now conducting his prac- 
tie at 118 Thompson Road, Panania. 

Messrs. Robert Greaves & Co. advise 
that they are now practising at 145a George 
Street, Sydney. Telephone: BU 3820. 

Mr. R. J. Webster, A.A.S.A., has been 
appointed president of the Australian In- 
stitute of Management (Sydney Division). 

Messrs. H. Levy and A. T. Knight advise 
that they have dissolved partnership as 
public accountants. Mr. H. Levy now prac- 
tises under the firm name of R. S. George 
& Co. and Mr. A. T. Knight is carrying on 
practice under the firm name of A. T. 
Knight & Co., Chartered Accountants 
(Aust.), 72 Pitt St., Sydney. 

Mr. Robert E. Cartwright, A.A.S.A., 
ACA.A., A.C.LS., and Mr. Frederick W. 
M. Brown, A.A.S.A., A.C.A.A., A.C.LS., 
have taken over the practice of Mr. Russell 
G. Acroyd, Chartered Accountant (Aust.), 
and are now carrying on business at Mr. 
Acroyd’s former address, Homer Build- 
ings, 318a Homer Street, Earlwood. Tele- 
phone number is now LL 1406. 


WOLLONGONG BRANCH 

The Branch Council has held the under- 
mentioned successful meetings recently. 
On 25 March, a film evening was held 
when members and students viewed several 
films supplied by Australian Iron & Steel 
Ltd. and Burroughs Ltd. 

_On 2 May, Mr. A. R. Ford, M.I.E., prin- 
cipal cagineer of the N.S.W. Harbours and 
Rivers Branch of the Department of Pub- 

Works, gave an address on the subject 
f “Port Kembla Harbour Developments”. 
On 5 June the lecturer was Mr. H. B. 
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Hoskins, a director of A. B. Pursell & Sons 
Pt~. Ltd., incorporated insurance brokers, 
who gave a most practical talk on “The 
Accountant and Insurance Problems”. Mr. 
J. E. Brooker the branch chairman presided 
at the meeting and Mr. A. C. Chambers 
moved a vote of thanks to the lecturer. 


QUEENSLAND 


Personal 


Mr. Eric W. Munro has admitted Mr. 
W. D. Butler, Chartered Accountant (Aust.) 
into partnership as from 1 July, 1958. Mr. 
Butler has been senior clerk with the firm 
of A. W. Munro & Co. since August, 1954. 
The practice is carried on under the same 
firm name and at the same address as for- 
merly. 


TOWNSVILLE CONVENTION 


Eighty members of the Society from 
many North Queensland towns recently at- 
tended the week-end convention arranged 
by the Townsville Branch of the Queens- 
land Division and held in Townsville from 
30 May to 1 June. 

On the Friday evening after the Con- 
vention had been officially opened by the 
State President, Mr. W. T. Reid, F.A.S.A., 
Mr. K. R. Christensen, A.A.S.A., chairman 
of the Townsville Branch, welcomed the 
State President and visiting speakers, and 
Alderman H. H. Hopkins, B.A., B.Com., 
A.A.S.A., deputising for the Mayor of 
Townsville conveyed a greeting to all 
members present. 

The technical sessions commenced on 
Saturday morning with an address on 
“Current Trends in Management Account- 
ing”, by Mr. G. M. E. Offner, B.Com., 
F.A.S.A., F.C.A.A. In the afternoon some 
delegates took part in various sporting 
activities, while others toured the city or 
visited Magnetic Island. 

Saturday evening was spent at the Com- 
monwealth Bank where Mr. L. N. Marsh, 
A.A.S.A., of Sydney addressed members 
on “Mechanisation and Methods of Bank- 
ing”. The specially prepared charts 
together with the specimens available and 
reference to electronic office equipment and 
microfilming captured the interest of all 





Copies of Queensland Land Tax 

Return Forms 

The New South Wales Commissioner of 
Land Tax advises that his office has sup- 
plies of Queensland Land Tax Return 
forms. Any New South Wales members 
requiring Queensland forms may obtain 
them from the Land Tax office, Mint Build- 
ding, Macquarie Street, Sydney. Queens- 
land Land Tax Returns should be lodged by 
30 September next. 
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present. Mr. A. W. Brasnett, A.A.S.A., 
as chairman thanked Mr. Marsh for his 
address, and Mr. K. Counsel, F.A.S.A., for 
the arrangements that had been made to 
make the evening such an interesting one. 

The second Technical Session was held 
on Sunday morning. Mr. E. . Munro, 
B. Com., A.A.S.A., chose as his subject 
“Companies in a Changing Business 
World”. The speaker traced the develop- 
ment of company activities up to the 
present day and made many references to 
ease history in illustrating his address. 
Mr. F. S. Sutton, A.A.S.A., was chairman 
and commentator. 

Mr. L. M. Klaas, F.A.S.A., tendered 
thanks to the State President, the lec- 
turers, the commentators and the Common- 
wealth Bank for their contribution towards 
the success of the Convention. The State 
President, Mr. W. T. Reid, complimented 
the Branch chairman and his Council on 
arranging a convention of such high 
standard. After a dinner at the Great 
Northern Hotel on Sunday the Branch 
secretary, Mr. a . Smith, F.A.S.A., 
thanked members for the support they had 
given to the Convention. 


VICTORIA 


Professor Goldberg Entertained 


Following the announcement of Profes- 
sor L. Goldberg’s appointment to the 
Gordon L. Wood Chair of Accounting in 
the University of Melbourne, he was the 
guest of honour at a late afternoon party 
arranged by the Victorian Divisional 
Council on 30 May. 

Mr. E. Peverill (President of the Vic- 
torian Division) and Mrs. Peverill wel- 
comed the guests who included Sir 
Alexander Fitzgerald (who recently re- 
tired as Professor of Accounting at Mel- 
bourne University) and a number of Pro- 
fessor Goldberg’s University colleagues 
and members of Divisional Council and 
their wives. 

In proposing a toast to Professor Gold- 
berg Mr. Peverill congratulated him on his 
appointment. He said that the good rela- 
tions existing between the Australian 
Society of Accountants and the University 
assisted in the pursuit of the objectives of 
the profession. Both Sir Alexander Fitz- 
gerald and Professor Goldberg over many 
years’ association, had done much to pro- 
mote this happy relationship. Mr. Peverill 
said that he knew that Professor Gold- 
berg’s high ideals in his attitude to the 
teaching of accountancy would help the 
profession gain an even higher status in 
the community. He wished him every suc- 
cess in his new responsibility as Professor 
of Accounting. 

Responding to the toast Professor Gold- 
berg thanked Mr. Peverill for his kind 
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words and good wishes. He said that 
trusted the present cordial relations exis, 
ing between the University and the 
would be maintained and he would do qj 
in his power to make it so. 


Annual Divine Services 

With the approbation of the Councils of 
the other bodies concerned, namely, th 
Institute of Chartered Accountants in An. 
tralia, The Australasian Institute of Cost 
Accountants and the Chartered Institute 
of Secretaries, members with relatives ani 
friends attended specially arranged Divin 
Services on 9 June. 

At evensong in St. Paul’s Cathedral, th 
Right Reverend, S. A. Goddard, M.A., BD, 
Moderator of the Presbyterian Church of 
Victoria, was the preacher. The Rey, 
Father W. J. Durkin officiated at evening 
devotions at St. Patrick’s Cathedral. 


Monthly Luncheon 

The speaker at the June luncheon held at 
The Victoria on 10 June was Mr. D.L 
Chipp, a former Victorian State Registrar 
of the Society and the chairman of th 
recent most successful “Campaign Door 
Knock” appeal on behalf of the Victorian 
Anti-Cancer Campaign. Mr. Chipp gave 
a most forceful and enlightening talk o 
the statistics of cancer, the organisation of 
the scheme, and incidents which occurred 
during the campaign. 


Family Circle Discussion 

The Family Circle discussion, held at the 
Chamber of Manufactures’ meeting room 
on 11 June was attended by 39 members. 
The speaker was Mr. J. Scott, F.ASA, 
of the E.S. & A. Bank on the subject “How 
to Get an Overdraft”. 


Research Projects 

Under the co-ordinated plan of research 
activities laid down by General Council, 
the Victorian Division is at present under- 
taking two important projects, and plans 
are now being made for future work. If 
members have any specified problems which 
they think could form the subject for re 
search, they are invited to communicate 
with the State Registrar. As an example 
a Victorian member has been for some 
time engaged on a study of the subject 
“Accounting for Price Level Changes”. If 
sufficient members are interested this wil 
be considered as a topic for a research 
group. 
Australian Accountants Students’ Society 

Owing to the shortage of space, the 
notes relating to the activities of the 
Students’ Society had to be held over 
next issue. 


Personal 


Messrs. Fitzgerald & Tompson announce 
that they have commenced practice at the 
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following interstate addresses. Australian 
Capital Territory; Bailey Buildings, East 
Row, Canberra City; New South Wales: 8 
Bond Street, Sydney; Queensland: Empire 
House, Queen and Wharf Streets, Brisbane; 
South Australia: 22 Grenfell Street, 
Adelaide; Tasmania: 86 Murray Street, 
Hobart; Western Australia: 89 St. George’s 
Terrace, Perth. 


Mr. Bruce L. Ross, B.Com., A.A.S.A., 
has resigned as accountant for H. H. Webb 
Industries Ltd. and joined the staff of 
Messrs. Wallace Ross & Co., public accoun- 
tants, of 105 Queen Street, Melbourne. 


WESTERN AUSTRALIA 


Personal 

Mr. R. H. (Bob) Miller, Director of the 
Western Australian Tourist Bureau who 
is an Associate of the Australian Society 
of Accountants and the Australasian Insti- 
tute of Cost Accountants was featured as 
the personality of “People To Know” 
column in the Sunday Times recently. He 
has been prominent in efforts being made 
to attract overseas tourists to Western 
Australia for the wildflower season. 


Mr. W. V. Fyfe, Surveyor-General for 
Western Australia, a fellow of the Austra- 
lian Society of Accountants and a member 
of W.A. Divisional Council, was also in the 
news recently for his article in the “West 
Australian” on the development of the 
Esperance area of W.A. 


Mr. W. R. G. Mitchell, A.A.S.A., has been 
elected chairman of the Marine Under- 
writers’ Association of Western Australia. 


Mr. J. E. D. Battye, F.A.S.A., a mem- 
ber of the W.A. Divisional Council, and 
senior vice-president of the Perth Cham- 
ber of Commerce, was leader of the West- 
em Australian delegation which attended 
the annual conference of the Associated 
Chambers of Commerce of Australia, at 
Broad Beach, Surfers’ Paradise, Queens- 
land, during the first week in June. Mr. 
R. H. Henderson, A.A.S.A., a Chamber of 
Commerce councillor, was another mem- 
ber of the delegation. 


During the visit of the Taxation Board 
of Review to Western Australia the mem- 
bers of the Board were entertained at a 
cocktail party by the State Councils of 
the Australian Society of Accountants, 
the Institute of Chartered Accountants in 
Australia and the Chartered Institute of 
Secretaries. 
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Australasian Institute of 
Cost Accountants 


QUEENSLAND 


Lunch Hour Discussion 


Members met on 28 May for lunch at 
McDonald’s Restaurant, Brisbane, when 
the discussion on “The Cost Accountant’s 
Role in Pricing Policies” was led by Messrs. 
G. M. E. Offner, F.C.A.A., and N. F. Mor- 
ris, F.C.A.A. 


The subject of pricing policies gener- 
ally was considered to be one of growing 
interest and discussion centred arcund some 
of the important and contentious aspects 
of the subject over which the cost accoun- 
tant today can exert some influence. 


WESTERN AUSTRALIA 


For the second lecture arranged by the 
Western Australian Division of the Aus- 
tralasian Institute of Cost Accountants, 
Mr. J. S. Smith, B.M.E., F.A.I.M., direc- 
tor of Personnel Administration Pty. Ltd., 
gave a provocative talk on the role of the 
accountant to increase profits. Mr. Smith 
said that the accountant has a major role 
to play, calling for a dynamic attitude to 
accounting, thinking for the future and 
making his function one of planning rather 
than recording. 


VICTORIA 


Convention—Mt. Eliza 


A report on this outstanding event in 
the history of cost accounting in Australia 
appears elsewhere in this issue. The suc- 
cess of the Convention can be gauged by 
the discussion which it has aroused. As an 
outcome of the Convention three separate 
discussion groups have been formed and 
future meetings are being planned for 
these groups which represent respectively 
the food, motor and building industries. 


Activities Programme 


The attractive brochure of activities for 
the six months July to December should 
now be in the hands of members. Again 
this half year we have a full programme 
of varied activities of interest to all mem- 
bers of the Institute. The highlight of the 
programme promises to be the president’s 
lecture, ‘““Mechanisation and The Cost Ac- 
countant”, to be held in November. 


Discussion Group 


“Reporting to Lower Levels of Manage- 
ment” will be the subject for one section 
of this group on Wednesday evening, 23 
July, when the discussion will be led by 
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Mr. B. W. B. Ruffels, past Australian 
President of the Institute. This meeting is 
of special interest as the subject is one 
which has been referred to the Victorian 
Division by General Council, for research. 
A cordial invitation is extended to all mem- 
bers to be present and it is hoped that a 
group will be formed to carry on the 
research into this subject. 


Development and Research 


As indicated in the annual report the 
Institute has arranged for research to be 
undertaken into a number of new subjects 
in the interests of further developing cost 
and management accounting in Australia. 
The Victorian Division has been asked to 
concentrate on the following two subjects: 
“Economics of Business Enterprise” and 
“Reports to Lower Levels of Management”. 


A research committee has now been set 
up by the Council and Mr. A. H. Blamey 
has been appointed chairman. Groups are 
being formed to conduct research on the 
allocated subjects and to develop technical 
bulletins which can be used as text books 
on these new subjects. 

A research group is being formed by 
Mr. E. H. Niemann, partner, Wm. Kirk- 
hope & Co., Chartered Accountants, on the 
subject of “Economics of the Business 
Enterprise”. An invitation is extended to 
members who: would like to participate in 
this research to telephone our State Regis- 
trar for further particulars. 


Committees 


The work of the Institute, apart from 
the duties handled by the administrative 
staff, is carried on by a number of com- 
mittees each of which has a specific field 
of activity as indicated by its name. They 
comprise: 

Executive Committee: Messrs. R. O. 
os W. P. Round, B. W. B. Ruffels and 

H. F. Fox (immediate past president of 
the Division). 


Applications Committee: Messrs. A. H. 
Blamey (secretary, Griffiths Sweets Pty. 
Ltd.), D. M. Cronin (consulting cost ac- 
countant) and K. Cross (partner, Messrs. 
Offner Hadley & Co.,.Chartered Account- 
ants (Aust.)). 


Finance Committee: Messrs. B. W. B. 
Ruffels (chairman), K. Cross and H. J. F. 
Sutherland (secretary, Victorian Division, 
Bradford Cotton Mills Ltd.). 

Activities Committee: Messrs. W. P. 
Round (chairman), F. A. Buttner, W. 
Aird (budget officer, Melbourne & Metro- 
politan Tramways Board), E. A. Niemann 
(partner, Messrs. Wm. Kirkhope & Co., 
Chartered Accountants (Aust.)), D. Jacobi 
(secretary, Volkswagen (Aust.) Pty. Ltd.), 
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K. Cross, S. C. Norman (secretary, Wi 
Deutsher & Co. Ltd.) and K. E. Wr 
= The Standard Motor Prog 


Membership Promotion Commit 
Messrs. C. B. Villiers, nn (sec 
Robert Harper & Co. Ltd.), D. M. 

b. W. B. Ruffels, A. F J. Sutherland ¢ 
H. F. Fox. 


Research Control Committee: Messrs, 
H. Blamey (chairman), E. A. Niemi 
and B. W. B. Ruffels. Z 


The State president is an ex officio 
ber of all committees. 

Under the capable and energetic 
ance of the foregoing committees it 
be anticipated that the rapid and sue 
ful development of the Institute will 
tinue and its already high status in 
community will be maintained and 
hanced. 


Shell Refinery Visit 


Twenty-eight fortunate members of 
Institute won the ballot for inclusion 
the party to visit the great Shell Ca 
pany’s Refinery at Geelong. The 4 
journeyed from Melbourne in transpe 
rovided by the Shell Co. and Mr." 

uell, accountant of the Shell Com 
outlined the methods used to contre 
penditure for this large undertaking. 
explained the difficulties associated 
costing the many materials produced | 
the Refinery. The Divisional Councild 
trying to arrange another visit for t 
members for whom accommodation 
not be provided. 


Education Committee 


As a further long-range plan in the@ 
velopment of the Institute, the Ge 
Council has set up an education comm 
to consider a revised examination sy 
The Mg Division General Counei 
Mr. C. B. Villiers, has been appointed 
venor of ‘this committee. 

The development of the Institute is. 
vital concern to every member 
Institute’s officers give a great deal of # 
and thought to the planning of its acti 
ties. 

Through the columns of “The Aust 
Accountant” every effort is made to 
members up-to-date on the various # 
jects designed to further the interests 
all cost and management accountants. 
activities as a member are also of inters 
particularly news of promotions and 
career changes. You are invited to 
the Institute’s publicity officer, Mr. F. 
Buttner, informed in these matters 80 @ 
your news can appear in these colu 
News items should be sent to Mr. Butt 
C/- Standard Motor Products, Ltd. ° 
Elizabeth Street, Melbourne. 
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